INDI ANA HOUSI NG FI NANCE AUTHORI TY
2002 RENTAL Housl NG TAX CREDI T

L W
A
e
b5
|
ke

3
' 3
.

COMPLI ANCE

Indiana Housing Finance Authority
Lt" Governor Joe Kernan, Chalrman Telephm‘;r‘e (317) 232- 7777 Toll Free in Indiana:
Kimberly A. Green, Executive Director _ (800),@2 -0371 » Facmmxl; (317) 232-7778

| Wide Web: http: //W%Qy.state in.us/ihfa




Schedule D

Rental Housing Tax Credit
Compliance M anual

IS

| ndiana Housing Finance Authority



Indiana Rental Housing Tax Credit Compliance Manual

Preface

This manud is a reference guide for the compliance monitoring of the Rental Housing Tax Credit
Program (RHTC). It isdesigned to answer questions regarding procedures, rules, and regulations
that govern RHTC Developments. This manual should be a useful resource for Owners,
Developers, Management Companies, and on-site management personnel. It provides guidance
with respect to Indiana Housing Finance Authority’s (IHFA’s) administration of monitoring for
compliance under Section 42 of the Internal Revenue Code of 1986 and the Treasury Regulations
thereunder (the “Code’) (See Appendix A).

In order to redlize the benefits afforded by the RHTC Program, it is essentia that each building
remain in compliance. An especialy critical time to ensure compliance is at the time of initial
lease-up. Errors made in the screening of applicants for eigibility may have serious implications
on the future viability of that building.

IHFA and its monitoring staff are committed to working closely with Owners, management
agents, and on-site personnel to assist them in meeting their compliance responsbilities.

Please note, however, that thismanual isto be used only as a supplement to compliance
with the Code and all other applicable laws and rules. Thismanual should not be
considered a complete guideto RHTC compliance. Theresponsibility for compliance with
Federal program regulations lies with the Owner of the building for which the Rental
Housing Tax Credit is allowable.

Because of the complexity of RHTC regulations and the necessity to consider their applicability
to specific circumstances, Owners are strongly encouraged to seek competent professiona lega
and accounting advice regarding compliance issues. IHFA’s obligation to monitor for
compliance with the requirements of the Code does not make IHFA or its subcontractors
liable for an Owner’s noncompliance.

Disclaimer

The publication of this Manud is for convenience only. Your use or reliance upon any of the
provisions or forms contained herein does not, expressy or impliedly, directly or indirectly,
suggest, represent or warrant that your Development will be in compliance with the requirements
of the Internal Revenue Code of 1986, as amended. The Indiana Housing Finance Authority and
contributing authors hereby disclaim any and all responsibility of liability which may be asserted
or claimed arising from reliance upon the procedures and information or utilization of the forms
in thismanual. You are urged to consult with your own attorneys, accountants, and tax
consultants.
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Section 1 —Introduction

Part 1.1 Background of the RHTC Program

In 1986, Congress enacted the Rental Housing Tax Credit (RHTC) Program. This program
provides incentives for the investment of private equity capita in the development of affordable
rental housing. The RHTC reduces the Federal tax liability of Development Ownersin exchange
for the acquisition, rehabilitation, or construction of affordable rental housing units that will
remain income and rent restricted over along period. The amount of RHTC alocated is based on
the number of qualified low-income units that meet Federal rent and income targeting
regquirements.

The RHTC is authorized and governed by Section 42 of the Internal Revenue Code of 1986, as
amended (“Code”). The Indiana Housing Finance Authority (IHFA) is the designated “housing
credit agency” to allocate and administer the RHTC Program for the entire state.

Each state develops a Qualified Allocation Plan (“QAP”), which establishes the guidelines and
procedures for the acceptance, scoring, and competitive ranking of applications and for the
administration of the RHTC Program. The Indiana QAP is developed to be relevant to state
housing needs and consistent with state housing priorities. A copy of Indiana’'s QAP is attached
at Appendix C of thisManua. This Manua is part of the QAP.

Part 1.2 Contents and Summary

Section 42 of the Code requires that each state’s Qualified Allocation Plan provide a procedure
that the agency will follow in notifying the Internal Revenue Service (IRS) of any noncompliance
with the provisions of Section 42 of which it becomes aware. This provision became effective on
January 1, 1992.

Final regulations developed by the IRS and published on September 2, 1992, and January 14,
2000, outline minimum requirements for Owner record keeping and reporting, state credit agency
monitoring and inspecting, and reporting to the IRS instances of noncompliance (See Appendix
A).

Indiana’ s compliance monitoring plan follows the final regulations, as well as the
recommendations of the National Council of State Housing Agencies (NCSHA), and is applicable
to all Owners of dl buildings which have ever claimed the Rental Housing Tax Credit since the
inception of the program in 1987.
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Part 1.3 Compliance Period

Once alocated by the housing credit agency, Rental Housing Tax Credits can be claimed
annually over aten (10) year period (“ Credit Period”) beginning either with the year the building
is placed in service or the following year, depending on which option is selected by the Owner.
Developments must, however, remain in compliance for a minimum of fifteen (15) years.
Additionally, Owners who agreed in their Final Applications to have longer Compliance Periods
will be bound for the length of time specified.

A.

Compliance Period For All RHTC Developments

All Developments receiving a Credit alocation since 1987 must comply with eligibility
requirements for a period of 15 taxable years beginning with the first taxable year of a
building’s Credit Period (the “Compliance Period”).

Compliance Period For Credit Allocations After December 31, 1989

Developments receiving a Credit alocation after December 31, 1989, will have entered
into a Declaration of Extended Low-Income Housing Commitment with the Indiana
Housing Finance Authority (IHFA) at the time afinal alocation of Credit wasissued
(IRS Form 8609). These Developments must comply with eligibility requirements for an
Extended Use Period. The Extended Use Period is either an additional 15 years beyond
the 15-year Compliance Period (atotal of 30 years), or the date specified in the
Declaration of Extended L ow-Income Housing Commitment, whichever is longer.

Earlier termination of the Extended Use Period is provided for under certain
circumstances in the Code. However, if a Development received ranking points for
delaying enactment of such earlier termination, the Owner will be bound by this election
in the Declaration of Extended Low-Income Housing Commitment.

Compliance Period For Credit Allocationsfor 1987 through 1989 Only

As stated above, Developments receiving a credit alocation prior to January 1, 1990,
have a 15-year Compliance Period. However, any building in such a Development that
received an additional allocation of credit after December 31, 1989, must comply with
eligibility requirementsin effect beginning January 1, 1990, and will also be bound by a
Declaration of Extended L ow-Income Housing Commitment (Revenue Ruling 92-79).

The one exception to post 1989 digibility requirementsisin calculation of rents. The
rent calculation is based on 1.5 persons per bedroom. However, eigibility for occupancy
is gtill based on the number of people occupying that unit.
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Section 2 — Responsibilities

The entities/persons involved in the compliance of the RHTC Program are IHFA, the
Development Owner, and the Management Company. The various responsibilities for these
entities/persons are set forth below.

Part 2.1 Responsibilities of the Indiana Housing Finance Authority

The Indiana Housing Finance Authority (IHFA) alocates and administers the RHTC program for
the State of Indiana. The responsibilities of IHFA are asfollows:

A. Issue IRS Form 8609 (L ow-1ncomeHousing Certification)

An IRS Form 8609 is prepared by IHFA for each building in the Development. Part | of
the Form is completed by IHFA and then sent to the Owner when the Development is
placed in service and all required documentation is received by IHFA.

The Owner must complete Part 11 of the Form in the first taxable year for which the credit
isclaimed. After completion of Part I, a copy of the Form is sent to the RHTC
Compliance Department of IHFA. The origina is sent to the IRS with the Owner’s
personal, partnership, or corporate tax returnsin the first taxable year in which the Credit
is claimed and each year thereafter in the Compliance Period. IHFA will not issue an
IRS Form 8609 for each year of the Compliance Period. Therefore, before signing and
dating Part |1 of the Form, the Owner should make copies of it.

Ownersare strongly encour aged to consult with their legal and/or tax advisorsfor
advice on completing and filing IRStax forms. |HFA will not givelegal or tax
advice on thefiling or completion of any tax forms.

The issuance of the IRS Form 8609 begins the compliance monitoring period. A sample
copy of IRS Form 8609 isincluded in Appendix B.

B. Review Declaration of Extended L ow-Income Housing Commitment

IHFA will review the Declaration of Extended Low-Income Housing Commitment prior
to issuance of the IRS Form 8609 for each property. This document must be recorded
before the end of the calendar year in which the Credit isfirst clamed. When the original
recorded document is returned to IHFA with the Final Application and all fees have been
paid, the IRS Form 8609 will be sent to the Owner if everything is appropriate and
satisfactory to IHFA.

C. Review Annual Owner Certifications

For information on Annual Owner Certification, see Section 5, Part 5.4

D. Conduct File Monitoring and Physical Unit I nspections
]
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IHFA will perform afilereview for each development at least every three years.
Owners of the selected Devel opments will be required to provide detailed information on
Tenant income and rent for at least 20% or more of the low-income units in the
Development. Information to be reviewed will include, but is not limited to, the Annual
Income Certifications, the documentation received to support those certifications, and
rent records. Owners must provide or ganized tenant files to IHFA with documentation
in chronological order. For more information on monitoring, see Section 5, Part 5.6.

IHFA aso retains the right either by athird party ingpector contracted by IHFA or by
IHFA staff to perform a physical inspection of any low-income building and/or unit at
any time during the Compliance and Extended Use Periods with or without notice to the
owner.

E. Notify IRS of Noncompliance

IHFA will notify the IRS of instances of potential noncompliance. For information on
noncompliance, see Section 6, Part 6.6.

F. Retain Records

IHFA will retain all Owner Certifications and records for not less than three years from
the end of the calendar year in which they are received. IHFA will retain records of
noncompliance or the failure to certify compliance for six years after itsfiling of an IRS
Form 8823, Low-Income Housing Credit Agencies Report of Noncompliance.

G. Conduct Training

IHFA will conduct or arrange compliance training seminars and will disseminate
information regarding the dates and locations of such seminars. In addition, IHFA RHTC
staff can be contacted at:

Rental Housing Tax Credit Compliance Department
Indiana Housing Finance Authority

115 W. Washington St.

South Tower, Suite 1350

Indianapoalis, IN 46204

Telephone: (317) 232-7777
Fax: (317) 232-7778.

H. Possible Future Subcontracting of Functions

It is currently the intent of IHFA to perform all file reviews listed above and outlined in
the Regulations governing this program. IHFA may, however, at some future time,
decide to retain an agent or private contractor to perform some of the responsibilities
listed above, in its sole discretion. Owners will be notified of the name and contact
persons of the private contractor.
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Part 2.2 Responsibilities of Development Owner

Each Owner has chosen to utilize the Rental Housing Tax Credit Program to take advantage of
the available tax benefits. In exchange for these benefits, certain requirements must be met by the
Owner that will benefit low-income Tenants.

Owners have provided comprehensive Development information with evidence of overal
economic feasibility. Prior to issuance of afinal Credit Allocation, the Owner must certify to the
total development costs in such form, manner, and detail that IHFA may from time to time
prescribe. The Owner must also certify that all RHTC Program requirements have been met.
Any violation of RHTC Program requirements could result in the loss of Credit allocated.

Responsihilities of Development Owners also includes, but is not limited to:
A. Leasing RHTC unitsto Section 42 eligible Tenants
B. Charging no more than the maximum RHTC rents (including utilities)
C. Maintaining the property in habitable condition

The Owner is responsible for ensuring that the RHTC Development is
maintained in a decent, safe, and sanitary condition in accordance with
appropriate standards. Failure to do so is areportable act of noncompliance.

D. Complying with IRS & State recor d-keeping requirements

The Owner of any building for which Credit has been or is intended to be
claimed must keep records that include al of the information set forth below, on
abuilding basis, for aminimum of six years after the due date (with extensions)
for filing the Federal income tax return for that year. However, the records for
the first year of the Credit Period must be kept for six years beyond the filing
date of the Federal income tax return for the last year of the Compliance Period

of the building.

The records must include the following:

The total number of residential rental units in the building (including the
number of bedrooms and the size in square feet of each residentid rental
unit);

The percentage of residentia rental units in the buildings that are low-income
units;

The rent charged on each residential rental unit in the building and the
applicable Utility Allowance;

The number of occupants in each low-income unit;

The low-income unit vacancies in the building and information that shows
when and to whom the next available units were rented (this information
must include the unit number, Tenant name, move-in dates, and move-out
dates for al Tenants, including market rate Tenants);

The income certification of each digible person in the Household;
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Documentation to support each eligible Tenant’ s income certification;

The Eligible Basis and Qualified Basis of the building at the end of the first
year of the Credit Period; and

The character and use of the nonresidential portion of any building included
in the Development’ s Eligible Basis (for example, any community building,
recreational facility, etc. available to al Tenants and for which no separate
feeischarged).

E. Attending Indiana’'sRHTC Compliance Seminar at least once during each
calendar year.

F. Being knowledgeable about:

The credit year of the Development;

Placed-1n-Service Dates;

Relocation of existing Tenants, if applicable;

The Minimum Set-Aside elected (20/50, 40/60, or 15/40);

The percentage of the units that are RHTC dligible, or floor space that is RHTC
digible;

The year that Credit was first claimed;

The terms under which the RHTC reservation was made; and

The Building Identification Number (BIN) of each building in the Development.

G. Complying with the terms of the Initial and Final Applications;
H. Remitting monitoring fees in a timely manner;
Il Reporting to IHFA any changesin owner ship of the property;

If achange in ownership occurs, a detailed description of the change must be
provided in writing to IHFA .

In addition, the Owner must notify IHFA immediately in writing of any changes
in the ownership composition or in the management agent, such as name,
address, and telephone number.

J. Preparing and submitting Annual Owner Certifications;

The Owner of any building(s)/Development which has claimed or plansto claim
Rental Housing Tax Credits must certify to IHFA, under pendty of perjury,
annually, for each year of the Compliance Period, on IHFA’s Owner
Certification form.

K. Training on-site personnel; and
The Owner must make certain that the on-site management knows, understands,
and complies with all the Code applicable rules, regulations, and policies
governing the Devel opment.

L. Notifying IHFA of any noncompliance issues.
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If the Owner and/or management agent determines that a building or an entire
Development is not in compliance with RHTC Program requirements, IHFA
should be notified immediately. The Owner and/or management agent must
formulate a plan to bring the Development back into compliance and advise
IHFA in writing of such aplan.

2.3 Responsibilities of the Management Company & On-site Personnel

The Management Company and al on-site personnel are responsible to the Owner for
implementing the RHTC program requirements properly. Anyone who is authorized to lease
gpartment units to Tenants should be thoroughly familiar with al federa and state laws, rules,
and regulations governing certification and leasing procedures. It is dso important that the
Management Company provide information, as needed, to IHFA and submit all required reports
and documentation in atimely manner.

The Owner isultimately responsible for compliance and proper administration of the
RHTC Program.
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Section 3 — Regulations

The following section highlights some of the statutory and regulatory provisions directly affecting
Development compliance. The following isnot meant as an exhaustive listing of compliance
regulations.

Part 3.1 Calculating and Claimingthe RHTC

A. The Annual RHTC Amount

The maximum amount of Credit that can be alocated is calculated by multiplying the
“Eligible Basis’ by an “Applicable Fraction” to ascertain the “Qualified Basis’ and then
multiply by the “Applicable Credit Percentage.”

QUALIFIED BASS= Eligible Basis X Applicable Development Fraction
ANNUAL RHTC = Qualified Basis X Applicable Credit Percentage

The annual credit allocated may not exceed this amount; however, it may be lessif IHFA
determines that this maximum amount is not necessary.

(For definitions of Qualified Basis, Applicable Fraction, and Applicable RHTC
Percentage, see the Glossary in Section 7.)

In addition, the Credit amount allocated to each building in a Development is partidly
calculated on the following criteria;

1. TheEligible Basisis assigned to a building at the time of final Credit alocation
(issuance of IRS Form 8609). Although the Owner apportions the amount of Eligible
Basis for each building on its Allocation Certification Request to IHFA, the total
Eligible Basis of the Development will be limited by the total amount of Credit that
IHFA actually allocated to the Development. In calculating the Credit amount for
each building, IHFA may adjust the Owner’s Eligible Basis apportionment per
building so as not to exceed the maximum Credit amount allocated to the
Development.

2. TheApplicable Fraction is assigned to a building at the time of final Credit allocation
(issuance of IRS Form 8609). This fraction is defined by the Code as the smaller of:

a low-income units to total units (whether or not occupied) in a building; or

b. total floor space of low-income unitsto total floor space of total units
(whether or not occupied in a building).

Please note the resident manager’ s unit may be considered in one of the following ways:
1. Themanager's unit could be considered a common area or other specia facility

within the Development that supports and/or is reserved for the benefit of al the
rental units. Under this interpretation, the unit would be excluded from the low-
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income occupancy calculation and the unit could be used by the manger without
concern as to the effective rent being charged or the income level of the manager.

OR

2. The manager’s unit could be treated as renta unit and the unit could be included in
the low-income occupancy percentage calculation for the RHTC building. Under this
interpretation, the income level of the manager and the effective rent charged would
effect the low-income occupancy percentage calculation for the building.

In Revenue Ruling 92-61, the Internal Revenue Service ruled to include the unit occupied
by the resident manager in the building’s Eligible Basis, but exclude the unit from the
Applicable Fraction for purpases of determining the building’'s Qualified Basis.
However, the consideration of the resident manager’s unit must be specified in the
Development’sInitial & Final Multifamily Housing Finance Application and must
be approved by IHFA. IHFA must approve the use of all manager’s units.

B. Claiming RHTC in thelnitial Year

The Credit is claimed annually for ten years and the Credit Period can begin in the year
that the building is placed in service (or the following year if there is an election to defer
the Credit Period). During the first year of the Credit Period, the low-income occupancy
percentage is calculated on a monthly basis. The calculation begins with the first month
in which the Development was placed in service even though the building may not be
occupied during that month. Occupancy for each month is determined on the last day of
the month.

An IRS Form 8609 is completed for each building in the Development receiving RHTCs
and isfiled with the taxpayer’ s return for the first year of the Credit Period. Owners can
elect to defer the start of the Credit Period by checking the appropriate box on the IRS
Form 8609. A sample copy of Form 8609 and its instructions are located in Appendix B.

C. Initial Year Prorate

A Development claiming Credit in the initial year of occupancy is subject to a specia
provision that limits the Credit to a proportionate amount based on average occupancy
during the year.

For example: If one-half of the low-income units were occupied in November and the
remaining one-half were occupied in December, the building would be treated as being
inservicefor 1.5/12 (12.5% - all for December and half for November) of the year for a
calendar year partnership. Inthe 11" year, the disallowed credit of 10.5/12 (87.5%)
could be claimed.

If aqudified low-income Tenant becomes ineligible prior to the end of the initidl RHTC
year, that unit cannot be counted in the first year toward the Minimum Set-Aside for
purposes of determining the Qualified Basis.
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D. The Two-ThirdsRule

If an Owner decides to take the RHTC for a property in the initial year when, for
example, only 80% of the units are rented to RHTC dligible Tenants, the maximum
Qualified Basis for the entire Credit Period would be 80% with the remaining 20%
eligible for two-thirds credit if later rented to eligible Tenants.

E. Claiming Credit in the Remaining Y ear s of the Compliance Period

Owners must file an IRS Form 8586 (L ow-Income Housing Credit) with the Internal
Revenue Service every year in the Compliance Period. This Form indicates continuing
compliance and the Qualified Basis of the Development each year of the compliance
period. A sample copy of IRS Form 8586 is located in Appendix B.

Part 3.2 Minimum Set-Aside Requirements and I ncome Limits

A. Minimum Set-AsdeElection

By the time Credit is alocated, the Owner has elected one of the following Minimum
Set-Aside elections on a Development basis:

1 At least 20% of available rental unitsin the development must be rented
to Households with incomes not exceeding 50% of Area Median Income
adjusted for family size.

2. At least 40% of available rental units in the development must be rented
to Households with incomes not exceeding 60% of Area Median Income
adjusted for family size.

3. At least 15% of available rental unitsin the development must be rented
to Households with income not exceeding 40% of Area Median Income
adjusted for family size and gross rent for each low-income unit does not
exceed 50% of the average gross rent for non low-income units (market
units) of comparable size in the devel oppment.

The Minimum Set-Aside must be met on a development or building basis depending on
the election made by the Owner on IRS Form 8609, Part I1. Once the election of the
minimum set-aside is made on IRS Form 8609, it isirrevocable. Thus, the applicable
Minimum Set-Aside and the corresponding rent restrictions apply for the duration of the
Compliance Period and Extended Use Period applicable to the Development.

The Owner may have also elected to target a per centage of the units to persons at
lower income levels and/or to target a higher percentage (number) of unitsto low-
income persons. These Development Owners must also comply with those elections.

B. Maximum Income Limits
Income Limits for qualifying Tenants depend on the minimum low-income set-aside

election the Owner has chosen. Qualifying Tenants in Developments operating under the
“20/50" election may not have incomes exceeding 50% of Area Median Income adjusted
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for family size. Qualifying Tenants in Developments operating under the “40/60"
election may not have incomes exceeding 60% of county Median Income adjusted for
family size.

The U.S. Department of Housing and Urban Development (HUD) publishes Median
Income information for each Indiana county on an annual basis. Upon receipt of this
information, IHFA will furnish the new Annua Income Limits and corresponding rent
limits. Thisinformation is provided by IHFA only for the owner’s convenience as a
courtesy. However, it isthe responsibility of the Developer/Owner, and not the Indiana
Housing Finance Authority (IHFA), to verify its accuracy.

Owners may not anticipate increases in Income Limits and corresponding rents. Limits
remain in effect until new annual limits are officialy published each year by HUD.
Income and Rent Limits are provided in Appendix F.

When determining if a Household'sincome is at or below the applicable limit, the
income from each adult Household member 18 years or older that will be living in the
unit must be included (See Appendix D).

If the Household income of a qualifying unit increases above 140% of the applicable
income limitation and the unit initially met the qualifying income requirements, the unit
may continue to be counted as a qualifying unit as long as the unit continues to be rent
restricted and the next available unit of comparable or smaller sizeis rented to aqualified
low-income Tenant.

Part 3.3 Maximum Gross Rent

The maximum gross rent is the greatest amount of rent, including Tenant paid utilities except
telephone and cable television, which can be charged for aRHTC unit. (See Section 3, Part 3.4

for Utility Allowance information)

A.

Developments Allocated Credit After January 1, 1990

Deveopments receiving RHTC alocations after January 1, 1990, must be rent restricted
based on an imputed, not actua, family size. Family size isimputed by number of
bedrooms in the following manner:

1. Anéefficiency or aunit which does not have a separate bedroom — 1
individual; and

2. A unit which has 1 or more separate bedrooms — 1.5 individuals for each
separate bedroom.

The maximum gross rent is calculated as 30% of the applicable Median Income for the
imputed Household size (notwithstanding that the actual Household size may be
different).

8]
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For Example:
Income Limits (by Household size)

One Person Two Persons Three Persons Four Persons
$10,000 $15,000 $20,000 $25,000

Therent for a two-bedroom unit is calculated based on the imputed Household size of
three persons (1.5 persons for each of the two bedrooms). Annual rent is 30% of the
income limit for the imputed Household size [($20,000 x 30%) divided by 12 months
equals $500]. The $500 amount would be the maximum allowable gross rent regardless
of the number of persons actually occupying the two-bedroom unit.

B. Allowable Feesand Charges

Customary fees that are normally charged, such as damage deposits, cleaning deposits,
pet deposits, and/or credit deposits are permissible. However, an digible Tenant cannot
be charged afee for work involved in completing the additional forms of documentation
required by the RHTC Program, such as the Certification of Tenant Eligibility.

If after occupying a unit, an eligible Tenant cannot pay the rent, the Owner has the same
legal rights in dealing with the income-eligible Tenant as with any other Tenant.

C. Section 8 Rents

Gross rent does not include any payments made to the Owner to subsidize the Tenants
rent, including Section 8 or any comparable rental assistance program to a unit or its
occupants. Only the Tenant-paid portion of the rent payment (inclusive of Tenant-paid
utilities) is considered in determining if the rent exceeds the maximum gross rent
permissible.

D. Amenities and Services

Chargesfor any mandatory amenities and/or services, such as garages, carports, meals,
laundry, and housekeeping, must be counted as part of the gross rent for RHTC units.
Charges for optional services other than housing do not have to be included in gross rent,
but they truly must be optional. Additionally, any services the tenant chooses to pay for
that are provided by the Development must be listed in the tenant’s lease with the cost of
each individua service clearly listed.(See IRS Notice 89-6 and IRS Revenue Ruling 91-
38, Appendix A)

Part 3.4 Utility Allowances

The maximum gross rent includes the amount of Tenant paid utilities. Utilities include heat,
electric, water, sewer, ail, gas, and trash, where applicable. Utilities do not include telephone or
cable television.

When tilities are paid directly by the Tenant (as opposed to the Development), a Utility
Allowance must be used to determine maximum digible unit rent. The Utility Allowance (for
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utility costs paid by the Tenant) must be subtracted from the maximum gross-rent to determine
the maximum amount of alowable Tenant-paid rent.

For example:

If the maximum grossrent on a unit is $350 and the Tenant pays utilities with a Utility Allowance
of $66 per month, the maximum rent chargeable to the Tenant is $284 ($350 minus $66).

If al utilities are included in the Household' s gross rent payment, no Utility Allowanceis
required. The IRS requires that Utility Allowances be set according to IRS Notice 89-6
(Appendix A). IRS Notice 89-6 lists the different sources of Utility Allowances for RHTC
developments, which include the following:

A. Rura Development Financed Development— Use Rural Development Utility
Allowances.

B. HUD Development Based Subsidy Regulated Buildings — Use HUD approved
Utility Allowances.

C. Individua apartments occupied by residents who receive HUD assistance— Use the
HUD Utility Allowance as given by the Public Housing Authority (PHA)
administering the assistance for those Tenants only.

D. Buildingswithout Rural Development or HUD assistance- Usethe PHA Utility
Allowance. An interested party may request the utility company estimation of
actual utility consumption for each unit of similar size and construction in the
building’s geographic area. Such an estimate must be in writing, signed by an
appropriate local utility company official, prepared on the utility company’s
letterhead, and maintained in the Development file for the Development. Use of
the actual uitility rates, whether higher or lower, is required once they have been

requested.

*NOTE: The Owner must usethe most current applicable utility allowance and provide
documentation annually.

Contact the appropriate agency to request current Utility Allowance information. |HFA does not
maintain Utility Allowances.

To remain in compliance, Owners must utilize a correct Utility Allowance in order to properly
determine unit rents. An increase in the Utility Allowance will increase the gross rent and may
cause the rent to be greater than the maximum allowable rent, in which case the contract rent
must be lowered. When a Utility Allowance changes, rents must be re-figured within ninety (90)
days of the effective date of the change to avoid violating the gross rent limitations of Section 42.
Utility Allowances need to be reviewed and updated as follows:

When the rents for a Development or building are changed or thereis a change in
who pays the utilities;

Within 90 days of an update by HUD, Rura Development, PHA, or locd utility
supplier;
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Within 90 days of a change in the applicable alowance (e.g., anew Tenant is
receiving HUD Section 8 rental assistance); and/or

Annually for Developments or buildings with documentation from alocal utility
supplier.

Part 3.5 Rules Governing theEligibility of Particular Residential Units

A. Vacant Units

Units that have never been occupied cannot be counted as “low income,” but must be
included in the “total units’ figure for purposes of determining the applicable percentage.
Thetransfer of existing Tenantsto never-occupied unitsis not allowed for purposes of
meeting the Minimum Set-Aside or Applicable Fraction in thefirst credit year of the

Development.

When a unit that was occupied by a RHTC eligible Household becomes vacant, RHTC is
still available and the unit may be counted toward the set-aside so long as reasonable
attempts are made to rent the unit. Vacant units being held for eligible Tenants should be
identified in the annual Tenant Income and Rent Report submitted to IHFA. Units cannot
be left permanently vacant and still satisfy the requirements of the RHTC program. The
Owner or manager must be able to document attempts to rent the vacant units to eligible
Tenants.

Vacant units, formerly occupied by low-income individuals, may continue to be treated as
occupied by a quaified low-income individua for purposes of the set-aside requirement (as
well asfor determining qualified basis). However, documented reasonable attempits (i.e.
newspaper advertisements, marketing brochures, etc.) must be made to rent the unit and no
other units of comparable or smaller size in the development may be rented to non-
qualifying individuals until all RHTC units are rented to qualifying Households.

B. Unit Vacancy Rule

Vacant units, formerly occupied by low-income individuals, may continue to be treated as
occupied by a quaified low-income Household for purposes of the Minimum Set-Aside
requirement (as well as for determining qualified basis) provided reasonable attempts are
made to rent the unit and no other units of comparable or smaler sizein the building are
rented to non-qualifying individuals.

C. 140% Rule/Next Available Unit Rule

If the income of the occupants of a quaifying unit increases to more than 140% of the
applicable income limitation, the unit may continue to be counted as a low-income unit as
long as the following criteriais met: 1) the unit continues to be rent-restricted, and 2) the
next available unit of comparable or smaller size in the same building is occupied by a
qualified Low-income Household. In Developments containing more than one low-income
building, the available unit rule applies separately to each building in the Development.

8]

smm Rental Housing Tax Credit Compliance Manual 2002 QAP, Schedule D Page 15



Noncompliance with the Next Available Unit Rule can have significant consequences even
in 100% RHTC buildings. If any comparable unit that is available or that subsequently
becomes available is rented to a non-quaified resident, all over-income comparably-sized
or larger units for which the available unit was a comparable unit within the same building
lose their status as low-income units and are out of compliance with Section 42.

Additionally, should an RHTC property contain units that are set-aside for households at
different income levels (i.e. 60% AMI units, 50% AMI units, 40% AMI units, and 30%
AMI units), the Owner must apply the 140% rule for each unit type.

For example:
A property contains units set-side for personsat 40% AMI and 50% AMI. A household of

four (4) persons movesinto a 40% unit.
40% IncomeLimit = $15,000 50% Income Limit = $16,500
140% Income Limit for 40% units= $21,000 140% Income Limit for 50% units = 23,100

At re-certification the household'sincomeis $21,223. Because the household’s income has
risen 140% above the maximum income limit for their unit type, the next available unit of
comparable or smaller size must be rented to a 40% household.

Once a comparable unit is rented to a 40% household, the unit that rose above the 140%
income limit may fulfill another set-aside (i.e. the over-income household’ s rent may be
increased to the 50% rent limit).

D. Unit Transfer of Existing Tenants
1. Unit Transfers Within the Same Building

Should an existing Household move to a different rent-restricted unit in the same
building, the newly occupied unit adopts the status of the vacated unit. Thus, if a
current resident whose income exceeds the applicable income limitation moves from an
over-income unit to a vacant unit in the same building, the newly occupied unit is
treated as an over-income unit. The vacated unit assumes the status the newly occupied
unit had immediately before it was occupied by the current resident. This provision
applies only to Households under Leases entered into or renewed after September 26,
1997, and is not retroactive. For prior Leases, all transfers, including those within the
same building, must have been treated as new move-ins.

The owner does not need to perform all Application, certification, and Verification
procedures at the time of transferring Tenants within the same building. However, the
transfer must be well documented in the Tenant’s file and the Tenant’ s digibility must
continue to be certified and verified annualy as with all RHTC Households.

3. Unit Transfers Outside the Same Building

Should an existing Household desire to transfer to a different RHTC unit outside of the
same building, the Household must be treated as a new move-in. All Application,
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Certification, and Verification procedures must be completed for the transferring of
resident(s), including the execution of new income and asset Verifications to determine
continued digibility.

Management is not permitted to transfer qualifying Tenantsto non-qualified
vacant unitsin order for the Development to meet the Minimum Set-Aside
requirementselected at the time of application. Such action is considered
noncompliance with Section 42 of the Internal Revenue Code and will be reported to
the Internal Revenue Service (IRS) via IRS Form 8823.

Part 3.6 Rules Governingthe Eligibility of Particular Tenants and Uses

A. Student Eligibility

Most Households where dl of the members are full-time Students are not digible tenants
and units occupied by these Households may not be counted as RHTC units, even if the
Household has an income that would qualify under RHTC income limits. A full-time
Student is defined by the number of credit hours and the definition of full-time instituted by
the school the Student attends.

There are four exceptions to the full-time Student restriction. Full-time Student Households
that are income eligible and at least one of the Household members satisfies one or more of
the following conditions can be considered an eligible Tenant. A Household comprised
entirely of full-time Students may not be counted as a qualified Household under the RHTC
Program, unless the Household meets one of the following four exceptions:

1

2.

All Household members are full-time Students, and such Students are married and
fileajoint tax return;

The Household consists of single parents and their children, and such parents and
children are not dependents of another individual;

At least one member of the Household receives assistance under Title IV of the
Socia Security Act [Aide to Families with Dependant Children (AFDC) or
Temporary Aide to Needy Families (TANF)]; or

At least one member of the Household is enrolled in ajob training program receiving
assistance under the Job Training Partnership Act or similar federa, state, or loca
laws.

For purposes of qualifying Households containing Students to live in RHTC Developments,
IHFA will:

Congder a single person Household indigible if he or sheis a full-time Student at the
time of initia occupancy or will be at any time during the certification period (unless
the individual meets one of the student exceptions described above);

Consider a Household of Students digible if it includes at least one part-time Student
or one Household member meets one of the Student exceptions described above;
Consider a Household containing full-time Students and at least one child (who is not
a full-time Student) an eligible Household;

Not consider children enrolled in kindergarten through 12" grade to be full-time
Students; and
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Consider TANF an acceptable Title IV program exception.

In addition, IHFA requires owners to utilize alease provision in al RHTC units requiring
tenants to notify management of any change in Student status.

B. Unborn Children and Child Custody
An owner can count an unborn child when determining Household size and applicable

income limits. However, the owner must obtain documentation verifying the pregnancy
from a medica professional and such documentation must exist in the Tenant’sfile.

Additionally, when determining Household size, owners should include children subject to a
joint custody agreement, who live in the unit at least 50 percent of the time.

C. ManagerEmployees as Tenants

It is permissible for a manager, assistant manager, or other employee of the Owner to reside
in an unit within a Development. The manager or employee may aso be included as an
eligible Tenant if income qualified. However, if the manager or employee receives free rent
or arental discount, the imputed value of the rent or discount must be counted as income.
NOTE: The consideration of the resident manager’s unit must be specified in the
Development’sInitial & Final Multifamily Housing Finance Application and must be
approved by IHFA. For additional information regarding managers units, see Section 3,
Part 3.1.

D. Live-in CareAttendants

A live-in care attendant for a RHTC Tenant should not be counted as a Household member
for purposes of determining the eligible income and rent limits. The need for alive-in care
attendant must be certified with documentation from a medical professiond (i.e. aletter
from the Tenant’ s doctor) included in the Tenant/Unit File. If the qualified Tenant vacates
the unit, the attendant must vacate as well. If an attendant would like to be certified as a
qudified Tenant and remain in the unit, normal certification procedures must be performed
and the individua must meet the applicable digibility requirements of the program.

E. Non-Transient Occupancy

Under program requirements, a unit cannot be RHTC dligibleiif it is used on a transient
basis. A unitisdeemed to be transient if the initial Lease term is less than six months.
There is an exception to this rule for single room occupancy (SRO) Development assisted
under the Stewart B. McKinney Act.

SRO housing must have a minimum Lease term of one month. Federal rules alow for
month-by-month Leases for the following types of housing:

1. SRO unitsin Developments receiving McKinney Act and Section 8 Moderate
Rehabilitation Assistance;

2. SRO unitsintended as permanent housing and not receiving McKinney Act assistance;
or
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3. Unitsthat 1) contain deeping accommodations and kitchen and bathroom facilities; 2)
are located in a building which is used exclusively to facilitate the transition of homeless
individuals to independent living within 24 months; and 3) for which a governmental entity
or qualified nonprofit organization provides such individuals with temporary housing and
supportive services designed to assist such individuals in locating and retaining permanent
housing.

Part 3.7 Other Regulations

A.

For Use by the General Public

The Owner or agents of the Owner shall not discriminate in the provision of housing on the
basis of race, color, sex, national origin, religion, familia status, or handicap. Additionally,
Owners cannot refuse to accept a prospective Tenant based solely on the fact that the
applicant holds a Section 8 rental voucher or certificate. All Owners, managers, and staff
members should be familiar with both state and federd civil rights and fair housing laws.
In addition, all RHTC properties with five (5) or more units must have aHUD approved
Affirmative Fair Housing Marketing Plan and a copy of the approved plan must be
submitted to IHFA within one year of the first building placed in service. In addition, Fair
Housing Marketing Plans must be updated according to the policies of the Fair Housing and
Equa Opportunity Office of the Department of Housing and Urban Development (HUD).
All updated Fair Housing Marketing Plans must aso be submitted to IHFA upon approval
by HUD.

Under program requirements, RHTC units must be available for use by the general public.
Owners are allowed to establish preferences for certain population groups (i.e. homeless
individuals, persons with disabilities, etc.). These preferences, however, must not violate
HUD’ s anti-discrimination policies.

In addition, if aresidential rental unit is provided only for a member of a socia organization
or provided by an employer for its employees, the unit is not for use by the general public
and is not digible for Credit under Section 42. (See Section 1.42-9).

IHFA strongly encourages owners and management companies to provide Fair Housing and
Equal Opportunity training for all staff, including maintenance staff, associated with any
property. Staff should attend a Fair Housing and Equa Opportunity training at least once
every calendar year.

IHFA has established procedures for processing Fair Housing complaints made to IHFA
regarding RHTC properties. The procedures are asfollows: 1) IHFA will forward all
written Fair Housing complaints to the Fair Housing and Equa Opportunity Office at HUD
and aso to the Indiana Civil Rights Commission; 2) IHFA will notify the owner and
management company of such compliant; and 3) if at any time during the Compliance
Period it is found that a violation of the Fair Housing Act has occurred at any RHTC
Development, the property is out of compliance with Section 42 of the Code and IHFA will
report such noncompliance to the IRS via RS Form 8823.
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B. General Occupancy Guiddines/Household Size

There are no current RHTC requirements governing minimum or maximum Household size
for a particular unit. However, Owners must comply with al applicable local laws,
regulations, and/or financing requirements (i.e. . if Rural Development, use Rural
Development regulations).

IHFA advises all Owners or agents to be consistent when accepting or rejecting
Applications. Occupancy guiddines or requirements should be incorporated into the
Development’ s management plan. Management should be aware of occupancy standards
st by federd, state, HUD, PHA, civil rights laws, Tenant/landlord laws, and municipal
code that may establish a maximum or minimum number of persons per unit.
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Section 4 — Qualifying Tenantsfor RHTC Units

Potential Tenants of low-income, rent-restricted units should be advised early in the Application
process that there are maximum Income Limits that apply to these units. Management should
explain to potential Tenants that the anticipated income of all adult persons expecting to occupy
the unit must be verified prior to occupancy and then annually re-certified for continued
eigibility.

The Code states that determination of Annual Income of individuals and median Gross Income
adjusted for family size must be made in a manner consistent with HUD Section 8 income
definitions and guidelines. HUD Handbook 4350.3, Occupancy Requirements of Subsidized
Multifamily Housing Programs should be used as a reference guide and HUD Handbook 4350.3
CHG-27 isincluded as Appendix D of this manual. A complete HUD Handbook 4350.3 may be
obtained through the HUD Handbook clearinghouse by telephoning (800) 767-7468.

Part 4.1 Tenant Qualification & Certification Process

RHTC units are digible for the RHTC Program if proper documentation verifying the Tenants
digibility is placed in the Tenants' file. At a minimum, the following items must belocated in
the Tenants file and must be organized in chronological order for easy review:

1. Initid Tenant Application for residency;

2. Tenant Eligibility Questionnaire signed by the Tenant for every year the Tenant resides
at the property, including certification of assets and disposal of assets, if applicable;

3. Tenant Income Certification signed by the Tenant for every year the Tenant resides at
the property with proper signature and effective dates clearly stated;

4. Veifications of Income and Assets for al income sources noted on the Tenant
Eligibility Questionnaire for all years;

5. Any other documentation verifying the Tenants' eligibility (i.e. Student status
verification, unborn child verification, joint custody of a child documentation, etc.); and

6. Initial and subseguent leases and lease addendum executed by the Tenant and Owner.

Part 4.1 Tenant Application & Tenant Eligibility Questionnaire

A fully completed Application and Tenant Eligibility Questionnaire is critical to an accurate
determination of Tenant eigibility (See Appendix E for a sample Tenant Eligibility
Questionnaire). The information furnished on the Application and Tenant Eligibility
Questionnaire should be used as atool to determine all sources of income, including total Assets
and income from Assets, and Student status.

HUD 4350.3 CHG-27 lists guidelines which the Owner may want to adopt for the Application
process. The Application should include:

A. Thename, age, socia security number, relationship, handicap (if units are set-asde
for such tenants and are part of the development’ s Extended Use Agreement), and
sex of each person that will occupy the unit (legal name should be given just asiit
will appear on the Lease and Tenant income certification);
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B. All sources and amounts of current and anticipated Annual Income expected to be
derived during the twelve-month certification period. Include Assets now owned;
indicate whether or not family members disposed of Assets for less than Fair
Market Vaue during the previous two years;

C. Thecurrent and anticipated Student status of each applicant during the twelve-
month certification period;

D. A screening process (i.e. previous landlords credit information). Owners should
ask applicants whether the family’ s assistance or tenancy in a subsidized housing
program has ever been terminated for fraud, nonpayment of rent, or failure to
cooperate with re-certification procedures;

E. Thesignature of the applicant and the date the Application was completed. 1t may
be necessary to explain to the applicant that all information provided is considered
confidential and will be handled accordingly; and

F.  Collection of demographic data. Beginning January 1, 1999, all Owners of
Developments were required to offer al applicants for housing in Credit units the
opportunity to voluntarily disclose on hisher Application for an apartment or
Credit unit the following information concerning the members of hisher Household
that will be occupying the unit:

The following information is requested in order to help monitor and observe those
impacted by and/or benefiting from the Rental Housing RHTC Program. The
Tenant is not required to furnish this information, but is encouraged to do so. The
Owner or property manager may not discriminate on the basis of this information
or on whether or not the Tenant chooses to furnish it. However, if the Tenant
chooses not to furnish it, the Owner or property manager must note race on the
basis of visua observation and/or surname. If the Tenant does not wish to furnish
the information, the Tenants wishes should be indicated on the demographic data
form completed by the Tenant.

Asan additiona requirement of the review process, each Owner will be required to
annually submit a compilation of thisinformation on the Rental Housing Tax
Credit Development Compliance Report. Failure to submit this information will be
considered an act of non-compliance and reported accordingly on IRS Form 8823.

At the time of Application, it is the management agent’ s responsibility to obtain sufficient
information on all prospective Tenants to completely process the Application and complete the
Certification of Tenant Eligibility. |HFA recommends that roommates complete separate
Applications. The Tenant Application and Tenant Eligibility Questionnaire is the first step in the
Tenant Certification process.

8]

smm Rental Housing Tax Credit Compliance Manual 2002 QAP, Schedule D Page 22



Part 4.2 Tenant Income Verification

The income of every prospective occupant of the unit must be verified. All regular sources of
income including income from Assets must be verified. Verifications must be received by the
management agent prior to_move-in. Verifications must be from athird party and contain
complete and detailed information and include, at a minimum, direct written Verification
from all sources of regular income and income of Assets.

A. Effective Term of Verification

Third-party Verifications of income are valid for 90 days prior to move-in. If after 90
days, if the Tenant has not yet moved in, the information may be verbally updated from the
source. Thisverba Verification isvalid for an additional 30 days, but only if documented
(See Part 4.2(B)(3)). After thistime, anew written third party Verification must be
obtained.

B. Methodsof Verification
Three methods of verification are permitted:

1. Written Verification

Reasonable effortsto obtain written third-party Verification isrequired. IHFA
does not require that the Owner/Management Agent use particular forms for third-
party Verifications, however, sample third-party Verification forms are included in
Appendix E. All requests for income Verification must:

a) Statethereason for the request;

b) Include arelease statement signed and dated by the prospective Tenant;

c) Provide asection for the employer or other third-party source to state the
applicant’s current anticipated gross Annual Income or rate of pay, number of
hours worked, and frequency of pay. Bonuses, tips, and commissions must be
included. Spaces should also be available for a signature, job title, phone
number, and date; and

d) Probability and effective date of any increase during the next twelve (12) months.

Owners must send Verification formsdirectly to thethird party, not through the
applicant.

2. Second party Verification
Owners may use documents submitted by the applicant or tenant only if:

a) Information does not require third-party Verification (such as birth certificates or
adoption papers verifying Household membership, divorce decrees, etc.); or

b) Third-party verification isimpossible or delayed beyond four weeks of the
initial request. Owners must show efforts (i.e. phone logs, fax receipts,
certified mail receipts, etc.) to obtain thethird party Verifications beforethe
use of second party Verifications will be permitted.
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The Owner must be able to reasonably project expected income for the next twelve
months from the second party Verification. For example, if third party verification of
employment income is impossible and efforts to obtain the third party verification have
been made and delayed four weeks, the Owner may obtain the three most current pay
stubs from the Tenant. The Owner must place copies of the second party Verifications
and the efforts to obtain athird party Verification in the tenant’s file.

3. Verbal Verification

When written Verification is not possible prior to move-in, direct contact with the
source will be acceptable to IHFA only as alast resort and should be followed by
written Verification. The conversation should be documented in the applicant’ s Tenant
Fileto include al information that would be contained in a written Verification. The
information must include the name and title of the contact, the name of the on-site
management representative accepting the information, and the date the information was
obtained.

In addition, if the Owner receives third party Verifications that are not clear or are not
complete, a documented verbal clarification may be accepted if it includes, the name
and title of the contact, the name and signature of the on-site management
representative accepting the information, and the date.

4. Public Housing Authority Verification

In the case of a Tenant receiving housing assistance payments under the Section 8
Program, the Income Verification requirement is satisfied if the public housing
authority provides a statement to the building owner certifying that the tenant’s income
does not exceed the applicable income limit under Section 42(g) of the Internal
Revenue Code.

The only documents that will be acceptable from the public housing authority are HUD
Form 50058 or HUD Form 50059 (if provided by the local public housing authority).
The Form must be completed in its entirety by a qualified representative of the public
housing authority and list the members of the Household and the gross income of the
Household before and any deductions that the Household may be digible for under the
Section 8 Program. These formswill not be considered valid Verifications if they are
older than 90 days from the Tenant’s move-in date or Certification date.

Once the Owner receives the HUD Form 50058 or 50059, no other Verifications of
income are required. However, Verificationsfor other Section 42 eigibility

requir ements such as Student status and the Tenant’s | ncome Certification must
still be completed and placed in the Tenant’ sfile.

5. Veification Transmittal

Applicants should be asked to sign two copies of each Verification form. The second
copy may be used if the first request has not been returned from the source in atimely
manner.
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Income Verification requests must be sent directly to the source by the Owner or
management agent and returned by the source to the Owner or management agent.
Under no circumstances should the applicant or resident be allowed to send or
deliver the Verification form to the third party source. It issuggested that a self-
addressed, stamped envelope be included with the request for Verification, to ensure a
timely response. In addition, fax copies of Verifications are acceptable.

All Tenant income V erifications should be date stamped as they are received.

6. Acceptable Forms of Income Verification

For information concerning acceptable forms of income V erification for Employment
Income, Salf-employment Income, Social Security/Pensions/Supplemental Security
Income (SS1)/Disability Income; Unemployment Compensations, Alimony or Child
Support Payments; Recurring Contributions and Gifts; Scholarships, Grants, Veteran's
Administration Benefits; etc., see HUD Handbook 4350.3 CHG-27, which isincluded
as Appendix D.

Child Support Verification

As guidance to the owner regarding child support verification, IHFA requires the
following documentation to verify income from child support:

The tenant must be asked on the Application for tenancy and/or the Tenant
Eligibility Questionnaire if anyone in the Household is entitled to receive child
support;

If the tenant is entitled and is currently receiving child support, a copy of the court
order, divorce decree, or a verification from the agency administering the child
support payments must be received;

If the tenant is entitled to receive child support, but has not received a payment
within the previous year, verification from the agency administering the child
support payments in the county the person is moving from must be received by the
owner. In addition, an affidavit from the tenant to the owner certifying that a) the
tenant is not receiving child support payments; b) the reason the tenant is not
receiving the payments; and c) the efforts made by the tenant to receive the
payments must be obtained from the tenant;

If the tenant is entitled to receive child support, but payments over the previous year
have been sporadic (i.e. more than one third of the payments have not been paid),
the owner may average the payments received over the previous year to project
anticipated income for the next twelve months;

C. Differencesin Reported Income

The management agent should give the applicant the opportunity to explain any significant
differences between the amounts reported on the Application and amounts reported on third
party Verifications in order to determine actual income. The explanation of the difference
should be documented in the Tenant File.

D. Annual Income
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Annua Income is defined as the gross amount of anticipated income to be received by all
adult members of the Household (18 years of age and older, including full-time and part-
time Students) during the 12 months following the date of certification or re-certification.
For information regarding what Annua Income includes, calculating Annua Income, and
Annua Income exclusions, see HUD Handbook 4350.3 CHG-27, which isincluded as
Appendix D. Note that RHTC Income Limits are based on gross Annual Income, not
adjusted Annual Income. Allowances commonly used in some government programs, such
as child care alowance, elderly Household allowance, dependent allowance, handicapped
assistance alowance, etc., are not permitted to be subtracted from the Household' s Gross
Income to determine income dligibility for RHTC units.

E. Assets

Assets are items of value, other than necessary persona items. Income from Assets must be
taken into consideration when determining the eligibility of a Household. Asset information
(Asset value and income from Assets) should be obtained at the time of Application.

1. Net Family Assets Greater than $5,000

Third-party Verification of the value of income from Assets is required when the
combined value of the Assets held by al members of the Household exceeds $5,000.
Thirdparty Verification must be obtained for theinitia certification of the Household
and for each re-certification.

If net family Assets exceed $5,000, Asset Income (which must be included as part of
Household income) will be the greater of : &) actual Asset Income; or b) net family Assets
times the HUD approved passbook rate for the area (the Imputed Income from Assets).
Local HUD offices periodically publish the HUD approved passbook savings rate.

2. Net Family Assets Lessthan or Equal to $5,000

Owners of RHTC Developments do not have to obtain thirdparty Verification(s) of the
value of Assetsif the Household submits to the Owner a signed, sworn statement that the
combined value of the Assets of the Household is less than $5,000. The sworn statement
must include alisting of the Household' s Assets, the cash value of each Asset, and the
tenant’s actual Annua Income from each Asset (i.e. annual interest rate). This form must
be completed by the Household for the initial Tenant Income Certification and for each
subsequent re-certification. However, the Owner may not rely on the low-income
Tenant’s signed, sworn statement of annual income from Assetsif a reasonable
person in the Owner’s position would conclude that the Tenant’sincomeis higher
than the Tenant’srepresented Annual Income.

If net family Assets are less than or equal to $5,000, Asset Income will equal actua
yearly income from Assets. The yearly income from Assets must be included as part
of Household income.

For more information regarding what net Household Assets include and do not include,
and determining the value of and income from Assets, see HUD Handbook 4350.3 CHG-
27 in Appendix D.
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F. Computing the Total Household Income

After al income and asset information has been obtained and computed for a Household, all
quaified sources of income are added together to derive the total Household income. In
order for the Household to qualify for a RHTC unit, the total Household income must be
less than or equal to the maximum alowable qualifying income in effect at the time of
Tenant certification. If the total Household income is greater than the maximum allowable
qualifying income, the Household cannot be certified for aRHTC unit.

Part 4.3 Move-In Dates

A.

RHTC Developments I nvolving the Acquisition and Rehabilitation of a Building(s)

If abuilding is occupied at the time it is acquired and remains occupied throughout the
period in which it is being rehabilitated, all existing Tenants (those who occupied the
building when it was acquired) must be documented as having been income-dligible within
90 days prior to or on the acquisition Placed in Service Date. Tenants who moved into the
unit after the acquisition Placed in Service Date must be documented as RHTC-dligible at
the time of actua move-in to the unit. If the building is not occupied during rehabilitation,
aHousehold must be RHTC-dligible at the time of actual move-in to the unit.

If tenants are eligible and proper documentation has been obtained for each tenant, the
standard annual Tenant Income Re-certification requirement may be implemented, even if
the rehabilitation Placed in Service date is after the acquisition Placed in Service date.
Therefore, the Owner need not certify tenants at both the acquisition and the rehabilitation
Placed in Service date.

RHTC Developments I nvolving Rehabilitation Only

If abuilding is occupied during rehabilitation, all existing Tenants (those who occupied the
building while it was being rehabilitated) must be documented as having been RHTC-
eligible within 90 days prior to or on the rehabilitation Placed in Service Date. Tenants
who moved into the unit after the rehabilitation Placed in Service Date must be documented
as RHTC-digible at the time of actua move-in to the unit. If the building is not occupied
during rehabilitation, a Household must be RHTC-dligible at the time of actual move-into
the unit.

RHTC Developments Involving New Construction

In newly constructed buildings, al Households must be documented as being RHTC-
eligible at the time of actua move-in to the unit.

Mixed Income Developments

In Developments that have less than a 100% Applicable Fraction, if a Tenant is designated
as market rate at the time of actual move-in to the unit, but later is re-designated asaRHTC
Household, the Tenant must have been certified as a RHTC Household at the time of re-
designation.
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Part 4.4 Annual and Interim Income Re-certification Requirements

The Owner must perform, at least on an annua basis, an income certification for each Low-
income Household and receive documentation to support that certification. IHFA monitors re-
certification 365 days from the later of: the move-in date or the one-year anniversary of the
effective date of the previous certification. Upon receipt of al Verification, Owners or managers
should determine if the unit still qualifies for participation in the Rental Housing Tax Credit
Program.

Owners may utilize effective dates when performing Tenant Certifications. Therefore, the Tenant
may sign the Tenant Certification before the date the certification takes effect. However, all
Income and dligibility Verifications must bevalid (not older than 90 days) on both the
signature date and effective date of the Tenant Certification. In addition, if the Owner
chooses to utilize effective dates on Tenant Certifications, the Owner should have language in the
Tenant Certification indicating that the Tenant must inform the Owner of any changes of income,
student status, or Household composition, that may occur between the date the Tenant signsthe
Certification and the effective date of the Certification.

Whenever are-certification indicates that the composition of the Household has changed, RHTC-
eligibility must be re-evaluated. Composition changes include a birth, a death, a new Tenant
moving into the Household, and an existing Tenant vacating the Household. In the event a new
member is added to a quaifying Household, the following steps must be taken:

1. The new Household member should complete an Application and Eligibility
Questionnaire and Verification of income and Assets must be competed;

2. The new Household member’s income must be included as part of the Household's
certified income. The combined Household income must be compared to the
maximum alowable income limit in effect at the time and based on actua Household
size; and

3. If the combined Household'sincome is greater than 140% of the current maximum
allowable income, a determination must be made as to whether the building or
Development will be in violation of Section 42 requirements by adding the new
Tenant.

Example: 1 person Household income limit = $15,000
2 person Household income limit = $17,000
140% of 2 personincomelimit = $23,800

Tenant A isa qualified Tenant living alone in a one-bedroom unit. Her income at
initial certification was $10,500. Eight months after Tenant A moved into the
Development, she informs management that she is getting married and that her new
husband, Tenant B, will be moving into the unit in two months. At the time of re-
certification, Tenant B is certified as earning $12,900. The Household' s combined
income will be $23,400. The Household will still qualify, sinceit is below 140% limit
of $23,800. If the combined income of Tenants A and B would exceed 140% of the
current income limit, the next available unit rule may go into effect.

NOTE: Only theincome and eligibility of the new resident is required to be verified when
adding a member to a Household before the Annual Tenant Income Certification is due. Owners
may verify the new resident’s income and add it to the existing Household' s certified income to
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determine if the Household' s income has exceeded the 140% income limit. However, the new
resident should sign a Tenant Certification and annual re-certifications must occur at least
oneyear from the effective date of the existing Household’s Tenant Certification.

Also, note the following in regard to re-certification requirements:

A. If Tenantsin a previoudy qudified Household become full-time Students at any time, the
Household can only be considered as a qualified RHTC Household if at least one of the
Student criteriais met as described in Part 3.6 of this manual. This igibility determination
must be made immediately upon the Tenant becoming a full-time Student and cannot be
delayed until are-certification of the Household is due.

B. Inthe event that a Tenant movesinto abuilding prior to the Placed-1n-Service Date of the
building (as shown on the Development’s IRS Form(s) 8609), and the Verification of the
Tenant’ s income was performed more than 90 days prior to the Placed-In-Service Date, the
Tenant must be re-certified on the Placed-In-Service Date. All income Verifications must
be valid (no older than 90 days) on the Placed-| n-Service Date.

C. Inthe event Household composition changes in any way, i.e., birth, death, marriage, divorce,
or afamily member or roommate vacates the unit, the Household should notify management
of the changes.

D. SeePart 3.5 for information regarding unit transfers.

Part 4.5 Annual Re-certification Waiver

IRS Revenue Procedure 94-64, established the procedure on how to seek awaiver of the Annual
Income Re-certification requirement allowed by Section 42 of the Code (Appendix A).

The law provides that “on application of the taxpayer, the (Treasury) Secretary may waive any
annual re-certification of Tenant income for purposes of Section 42(g), if the entire building is
occupied by low-income Tenants.” Although the Code uses the word “building” with reference
to waivers, requests are made for complete Developments. Waivers will not be granted for
individual buildings. 1n addition, although the Code usesthe word “re-certification waiver”,
the requirement for the Owner to annually receive income Verificationsfor Tenantsisthe
only requirement that actually is waived.

A. General Waiver Information
When an Owner receives awaiver from the IRS, the Owner then will not be required to:

1. keep records showing income Verifications of any occupant who has previously had
his or her Annual Income, verified, documented, and certified;

2. maintain income V erification documentation; or

3. certify to the Indiana Housing Finance Authority that such documentation has been
received.

The waiver only waives the requirement to obtain Verifications of Income and Assets of
existing residents. All new applicants/residents must be fully qualified with complete
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verifications and certifications. This includes existing residents who transfer to a different
gpartment outside the same building.

Additionally, a Tenant Certification must still be completed showing the anticipated Income
the Tenant expects to receive in the next twelve months and the Student status of the Tenant.
The Owner must aso continue to track compliance with the 140%/Next Available Unit Rule.
Finaly, rents must still be tracked on an ongoing basis to ensure that restricted rent levels are
maintained and Utility Allowance requirements are followed.

At aminimum, the following items must continue to be present in the Tenant’ s file when the
property obtains the waiver:

1. Initial Application, Tenant Eligibility Questionnaire, Tenant Certification, and
Verifications of Income, Assets and other digibility requirements from the move-in
date of the Tenant;

2. Annua Tenant Certifications and Tenant Eligibility Questionnaires with the
anticipated Income the Tenant expects to receive in the next twelve months and the
Student status of the Household (after the initial Tenant Certification, Income
Verifications are no longer required);

3. Initia and subsequent leases.

Note: The Annual Owner Certification of Compliance, monitoring fees, and
supporting documents are still a requirement for a Development with a waiver.

B. Term of Waiver

The waiver will take effect beginning with the next compliance monitoring cycle after the
date the Owner is granted the waiver by the IRS.

Example: The compliance cycle of IHFA begins January 1, 1997, and if awaiver is
granted for Devel opment on November 1, 1997, the waiver would apply beginning January
1, 1998.

The Owner must continue standard re-certification practices until the waiver letter is
actually received from the IRS, a copy isfurnished to IHFA, and the waiver takes effect.

A waiver remains in effect unless revoked by the IRS. The IRS can revoke awaiver if a
building ceases to be 100% RHTC, or if IHFA reports compliance problems through the
submission of a Form 8823 to the IRS. If revocation occurs, the Owner of the property will
have to re-certify al residents, beginning on the effective date of the revocation, asif the
waiver had never been granted.

C. Waiver Conditions
To obtain awaiver, the Development must meet the following criteria

1. No non-compliance issues are outstanding;
2. Each current resident is a qualified low-income resident;
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3. All adult Tenants in the Household have signed a sworn statement to document
income in accordance with procedures in Revenue Procedure 94-65 (See Appendix
A);

4. The Development is one hundred percent (100%) RHTC dligible; and

5. The Development has been through at least one reporting cycle with IHFA.

D. Requesting a Waiver

If an Owner decides to request awaiver, afile review and a physical inspection of 100% of
the Development’s units must be performed.

IHFA requires that: 1) al internal records be up to date; 2) the property be actually eligible
to request the waiver; 3) and there are no outstanding items of noncompliance.

IHFA will approve an independent company that will contract directly with property
owners and work with them to complete a record inspection and physical unit inspection of
100% of the unitsin a property. The company will then forward a compliance report to
IHFA.

If the independent company’ s compliance report states that there is no evidence of
noncompliance, then IHFA may provide to the Owner a statement that each residentia unit
in the building was alow-income unit under Section 42 at the end of the most recent credit
period for the building. However, if the independent company’s compliance report states
that evidence of noncompliance exists, IHFA must provide a correction period to the Owner
and report any noncompliance issues to the Internal Revenue Service.

After areview of the property has occurred and IHFA has provided the Owner a statement
that each residential unit in the building is in compliance with Section 42, a request for the
waiver must then be submitted to the IRS by the Owner. No other party may submit a
waiver request.

A request for awaiver must be submitted to the IRS in writing stating:

1. that the Owner is applying for a waiver under Section 42(g)(8)(B);

2. that the Owner has a statement from the state housing agency (IHFA) stating that
each residentia rental unit in the Development was low-income under Section 42 at
the end of the most recent credit reporting period for the Development;

3. that the Owner understands that the monitoring agency (IHFA) may continue to
require certification and that all new residents must be certified and verified;

4. the name and address of the Development, its Building | dentification Number (BIN),
and the Owner’s name and taxpayer identification number; and

5. the Owner signed the request for the waiver under penalty of perjury.

The written statement must be sent to:
The Internal Revenue Service

PO Box 245
Philadelphia, PA 19255
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When the written statement is sent to the IRS, a copy must also be sent to the Indiana
Housing Finance Authority and a copy of the statement must be kept with the
Development’ s records.

E. Waiver Fees

The Owner will deal directly with the company approved by IHFA to perform the waiver
inspections of al properties. Fees are usually negotiated on a per-unit basis.

Additionally, IHFA will charge the Owner aflat $250 processing fee for any waiver
request. Thisfee must be submitted with the Owner’ s request for the waiver. IHFA will
not provide the Owner the required statement from the Credit Agency until the waiver
processing fee has been paid in full.

Part 4.6 Leaseand Rent Requirements

All residents occupying RHTC units must be certified and under a Lease no later than the time a
Tenant moves into the unit. Leasing guidelines are listed below.

A. LeaseRequirements

At aminimum, the Lease should include (but is not limited to):

Noogk~wdNE
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Rents

The lega name of all parties to the agreement and al other occupants;

A description of the unit to be rented;

The date the L ease becomes effective;

The term of the Leasg;

The rental amount;

The use of the premises;

The rights and obligations of the parties, including the obligation of the Tenant to
certify annual (or more frequently as required) to income as defined herein; and
Language which addresses income decreases, income increases, Utility Allowance
increases/decreases, basic rent changes (in Rural Development or 236
Deveopments), family composition changes, or any other change and its impact on
the Tenant’ srent.

Rents on the RHTC units may not exceed the amounts alowed by Section 42 of the Code.

Initial Minimum Term of Lease

There must be an initia Lease term of at least six (6) months on al RHTC units. The six

month requirement may include free rental periods. Succeeding Leases are not subject to a
minimum Lease period.

Federa regulations do allow shorter Leases for certain types of housing for homeless
individuals. The following types of housing are exempt from the six month minimum Lease
period:
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1. Single Room Occupancy (SRO) units in development receiving McKinney Act and
Section 8 Moderate Rehabilitation assistance;

2. Single Room Occupancy (SRO) units intended as permanent housing and not
receiving McKinney Act assistance;

3. Single Room Occupancy (SRO) units intended as transitional housing that are
operated by a governmental or nonprofit entity and providing certain supportive
services; or

4. Unitsthat 1) contain deeping accommodations and kitchen and bathroom facilities;
2) are located in a building which is used exclusively to facilitate the transition of
homeless individuals to independent living within 24 months; and 3) for which a
governmental entity or qualified nonprofit organization provides such individuals
with temporary housing and supportive services designed to assist such individualsin
locating and retaining permanent housing.

*Note: If a Development has units set-aside in a building for homeless Households, those
Tenants must have leases with at least six month terms, unless the building’s primary useis
described in number four (4) above. Tax Credit units may never be used as emer gency
shelters.

**Note: Leasesmust reflect the correct date of move-in, and/or the date the Tenant takes
possession of the unit.

D. Leaseto Own Program/L ease Purchase Program

The goal of the Lease to Own Program (“Program”) is to enable low income families to
purchase a home — something that often would not be possible without the Program. The
Development Owner aso benefits from the program because the residents who opt for the
Program agree to assist in maintaining the unit. Below are severd of the minimum
requirements for a Lease to Own Program to obtain IHFA approval:

“Eligible Tenant” shall mean the current tenant of the unit, so long as that tenant is
eligible to occupy the unit under the requirements of Section 42 of the Internal Revenue
Code. This expresdy includes a tenant whose income would not currently qualify under
Section 42, but who was qudified at the time of the tenant’s original occupancy of the
unit.

The Development Owner must partner with a non-profit organization dedicated
to asssting low to moderate income families in obtaining clean, safe and
affordable housing.

The Development Owner and the non-profit organization must enter into a
written Right of First Refusal whereby the Development Owner agrees not to sell
the low-income housing unit to anyone else at the end of the fifteen year
Compliance Period before offering it to the non-profit organization for a price
equal to (i) the sum of all outstanding indebtedness secured by the Devel opment
(including capital improvement debt) plus any accrued interest and (ii) al
federal, State, and local taxes attributable to the sale.
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The non-profit organization must enter into an agreement with IHFA regarding
the release of the Declaration of Extended Rental Housing Commitment upon
sale to an Eligible Tenant.

The non-profit organization must enter into an option agreement, which is
approved by IHFA, with the resident for the purchase of the unit.

The Program must be structured so that the tenant’ s total monthly payments for
principle, interest, insurance, taxes, utilities, and maintenance after purchase are
equivalent to the tenant’s monthly rent and utilities before purchase (the
Equivaency Principle).

The unit must be less than thirty (30) years old.

The unit must meet 1.R.C. 842 standards regarding the condition of the unit and
habitability.

The Program must provide for sale at the end of the fifteen year Compliance
Period to an “dligible tenant” for a minimum purchase price (as defined in 1.R.C.

§42(i)(7)(B)).

The Program must include a system whereby aresident is rewarded for long-term
residency by obtaining a credit against the purchase price of the unit.

After one year of responsible tenancy, the Development Owner must
waive its right to not renew the Lease of a Resident without cause.

The Program should include periodic workshops for residents enrolled in
the Program on issues of property maintenance and financial counseling.

The Program must address common tenant misconceptions including:

The misconception that the tenant will acquire the property free and clear
after the Compliance Period;

The misconception that the tenant is an equity owner in the property rather
than simply a tenant;

The misconception that the tenant will be compensated for any capital
improvements made to the property by the tenant;

the misconception that the tenant’s rent will never increase.

The Program must conform to and comply with any future Internal Revenue Service statutes,
regulations and rulings regarding lease to own programs.
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4.7 Student Statusand Original Tenants

Student status and Household composition must be monitored. A unit that becomes occupied
entirely by full-time Students could turn such a unit into a non-qualified Household that is no
longer eligible for RHTC's.

Also, if dl ariginal members of a Household vacate a unit, the Household will no longer be
treated as a Qualified Unit if the current Household' s income is above the Section 42 limits. To
determineif at least one of the original members of the Tenant Household till residesin the unit,
Household composition information must include the size of the Tenant Household and the
names of al individuas residing in the unit.
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Section 5— Compliance Monitoring Procedures

This section of the manual outlines IHFA’s procedures for monitoring al Developments
receiving Credit. Monitoring is designed to assist the Owners with federal, state, and local
regulations regarding IHFA’ s compliance monitoring requirements and procedures in accordance
with the IRS guidelines in Section 42 of the Internal Revenue Code. However, complianceis
solely the responsibility of the Owner and is necessary to retain and use the Credit.

Monitoring each Development is an ongoing activity that extends throughout the Credit
Compliance Period. IHFA isrequired by law to conduct this compliance monitoring and is
required to inform the IRS of noncompliance, or the failure of an Owner to certify to compliance,
no later than 45 days after the period of time allowed for correction. Notification to the IRS by
IHFA isrequired whether or not the noncompliance has been corrected.

Part 5.1. Owner and Management Agent Contacts

Correspondence from IHFA to the Owner will be sent to the Owner contact person provided in
the Development’s Final Application for RHTC. IHFA will copy the Management Agent contact
person with owner approval, on any correspondence from IHFA to the Owner regarding file
monitoring reviews and physica inspections. All other correspondence will be sent directly to
the Owner contact person.

IHFA will allow no more than one Owner contact name and address and one Management
contact name and address per Development. |If at any time the contact person of the Owner or
Management Agent change, it is the sole responsibility of the Owner to inform IHFA in writing
of such change with supporting documentation.

If the designated Owner contact person requests extra copies of documentation (i.e. copies of
Form 8823), the cost of such copies will be $.10 per single sided page.

Part 5.2 The Compliance Manual

IHFA will provide this compliance manua to Owners of RHTC Developments when
Developments are placed in service and afina Credit allocation has been issued (Form 8609).
The manual describes the compliance monitoring procedures, which the Owner and management
agent must follow.

Part 53 Compliance Training Seminars

IHFA will conduct periodic RHTC Compliance training seminars. All Development Owners and
management agents are required to attend an IHFA RHTC Monitoring Compliance Seminar prior
to the issuance of an IRS Form 8609. A Form 8609 will not be issued to a Development Owner
who has not met the compliance training requirement. Training will be held periodically
throughout the year and information regarding the times and dates of the training will be
distributed by IHFA.
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Owners and Property management staff assigned to the development must receive, prior to
issuance of IRS Form 8609, an IHFA Rental Housing Tax Credit Compliance Seminar
completion certificate within the last year.

Part 5.4 Initial Information

If the Owner chooses to defer claiming Credit until the year following the year in which the
Development is placed in service, the Owner shall notify IHFA prior to the end of the year the
building is placed in service. Failure to notify IHFA of a deferment will be considered
noncompliance.

The year Credit isfirst claimed the Owner must submit to IHFA:

The Annual Owner Certification (See Appendix G);

A copy of the completed IRS Form 8609 and Schedule A (Form 8609);

Utility Allowance Documentation;

Authorized Signatory Form (Appendix G);

Property Directional Form (Appendix G); and

If the property has five (5) or more units, a copy of the Affirmative Fair Housing
Marketing Plan submitted to HUD by the Owner. Once the Plan has been approved a
copy of the approved plan must be submitted to IHFA (See Appendix G). The
Affirmative Fair Housing Marketing Plan must be approved by HUD and isa
requirement for all RHTC Developments regardess of the placed in date of the
development. Therefore, al Developments that are in their Compliance Periods must
have a HUD approved Affirmative Fair Housing Marketing Plan.

O~ WNE

Part 5.5 Annual Owner Certification of Continuing Compliance

The Development Owner must annually certify to the Authority, on or before January 30 of each
year (the “ Owner Certification of Compliance”) for the preceding twelve (12) month period. The
Owner must certify:

1. The Development meets the requirements of the 20/50 test, the 40/60 te<t, or the 15/40
test under Section 42 of the Code.

2. Therewas no change in the Applicable Fraction as defined in the Code of any building in
the Development; or there was a change, in the Applicable Fraction, and a description of
that change is attached to this certification.

3. The Owner has received an Annual Income Certification form for each low-income
Tenant in the Development and sufficient documentation to support that certification;

Or

In the case of a Tenant receiving Section 8 housing assistance payments, a statement
from the applicable public housing authority to the Development Owner declaring that
the Tenant’s income does not exceed the applicable Income Limits under the Code have
been received.
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4. If awaiver of the requirement for Annual Income Re-certification has been received
from the Internal Revenue Service, such waiver has not been revoked and remains valid.
A true copy is attached to the certification.

5. Each Low-Income Unit in the Development was restricted as provided under the Code.

6. The Development isin continuing compliance with al promises, covenants, set-asides
and agreed upon restrictions as set forth in the application for Credits for the
Devel opment.

7. If the Development has benefited from HOME funds, the amount of HOME funds
received from IHFA and from other sources, the source of the HOME funds, and the
affordability period associated with the HOME funds.

8. The unit types, gross rents, Utility Allowance, and actual rents.

9. All unitsin the Development are for use by the general public and no finding of
discrimination under the Fair Housing Act occurred for the Development. All units are
used on a non-transient basis (except for transitional housing units allowed for in the
Code). NOTE: If such findings have occurred, documentation of such findings must be
attached to the certification.

10. All units in the Development are suitable for occupancy, taking into account all federal,
state, and local hedlth, safety, and building codes and the State or local government unit
responsible for making health, safety, or building code inspections did not issue a
violation report for any building or low-income unit in the Development. If aviolation
report or notice was issued by the governmental unit, the owner must attach a statement
summarizing the violation report or notice to the certification.

11. There has been no change in the Eligible Basis of any building in the Development (as
defined in the Code); there has been a change in the Eligible Basis of the building in the
Development (as defined in the Code). Documentation setting forth the nature and
amount of such a change (i.e. a common area has become commercia space, or afeeis
now charged for a Tenant facility formerly provided without charge) must be attached to
the certification.

12. All Tenant facilities included in the Eligible Basis of the Development under the Code,
such as swimming pools, recreational facilities, and parking areas, are provided on a
comparable basis without charge to al Tenants of the Devel opment.

13. No Low-Income Unitsin the Building became vacant during the applicable year; or one
or more Low-Income Units in the building became vacant during the applicable year and
reasonable efforts were or are being made to rent such units or the next available unit or
units of comparable size in the building to Tenants having a qualifying income.

14. No Tenant of any low-income units in the Development experienced an increase in
income above the limit alowed in the Code; or income of Tenants of a Low-Income Unit
in the Development increased above the limit alowed in the Code, and the next available
unit of comparable or smaller size in the Development was or will be rented to Tenants
having a qudifying income.
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15. The Development has at least one smoke detector on each level of the rental dwelling
unit.

16. There have been no changesin entity ownership or if there have been, IHFA has been
provided with all details and all necessary documentation.

17. The Development is in continuing compliance with the Declaration of Extended Low-
Income Housing Commitment applicable to the Development and filed in the office of
the Recorder of the Indiana County in which the property is located.

18. The Development is otherwise in compliance with the Code, including any Treasury
Regulations pursuant thereto, and applicable laws, rules, regulations, and ordinances.

19. The Owner has attend an IHFA RHTC Compliance Seminar during the preceding
calendar year.

In addition, the Owner must submit a Rental Housing Tax Credit Devel opment Compliance
Report (See Appendix G) for each building in the Development, which must present a detailing of
al tenants living in the Building from January 1 through December 31 of the certifying year.

IHFA has developed a Compliance Reporting System whereby the Rental Housing Tax Credit
Development Compliance Report Tenant information may be submitted to IHFA viaits web site.
For more information on this system, the owner may contact IHFA at (317) 232-7777 and ask for
the RHTC Compliance Department.

All Annual Owner Certifications and Rental Housing Tax Credit Development Compliance
Reportsmust betyped or computer generated in the same format provided by IHFA in
Appendix G, or submitted vialHFA’sweb sitereporting system. I|HFA will not accept any
Owner Certification or Development Compliance Report that isnot in the same format as
provided in Appendix G or ishand written. After IHFA reviews the Certification and the
Report, and if it's found to be incomplete in any way, IHFA will notify the Owner in writing and
give an appropriate Correction Period.

A copy of the Annua Certification of Compliance that must be used by all Ownersislocated in
Appendix G.

Part 56 IHFA Tenant/Unit File Review and On-site Development | nspections

As provided in IRS compliance monitoring regulations, IHFA has the right to review a
Development’s Tenant/Unit files and record keeping and record retention files, in house (at IHFA
offices) or on-site at the Development and/or to perform physical inspections of RHTC

Devel opments as deemed necessary throughout the Compliance Period.

IHFA isrequired to monitor and physicaly inspect each Section 42 property every three (3)
years. However, IHFA reserves the right to inspect the files and/or physical units of a Section 42
property at any time at its discretion.
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When performing an on-site (at the Development or management office) review, IHFA
will:

1. Notify the Owner and/or management agent one week in advance of the intended site

visit as a courtesy. However, IHFA reserves the right to inspect any RHTC Unit at any

time at its discretion without prior notification. NOTE: Physica inspection is not

limited to vacant units. Staff will ask to inspect specific units no matter if the unit is

occupied or not.

Inform the management agent which unit files will be inspected.

Inform the Owner of any findings of noncompliance with regard to such review. This

notice will be provided by certified mail.

4. Allow the Owner 90 days to notify IHFA of any correction of noncompliance.

5. Report al instances of noncompliance to the IRS whether or not the noncompliance has
been corrected.

wn

When performing an in-house (at IHFA offices) review, IHFA will:

Notify the Owner in writing which unit files have been selected for review.

Request that the Owner deliver the selected files and documentation to IHFA.

Give atime frame in which the Tenant File documentation must be submitted.
Inform the Owner of any findings of noncompliance with regard to such review.
Allow the Owner 90 days to notify IHFA of any correction of noncompliance.
Report al instances of noncompliance to the IRS whether or not the noncompliance
has been corrected.

SO~ wWNE

Part 5.7 Noncompliance

Noncompliance is defined as a period of time a Development, specific building, or unit is
ineligible for RHTC because of failure to satisfy Program requirements.

For more information on noncompliance, see Section 6.

Part 5.8 Compliance Monitoring Fees

A.

Annual Monitoring Fees

Beginning in the calendar year following the year a Development is placed in service,
Development Owners shall be required to pay annua monitoring fees for the immediately
preceding calendar year, which will be due with each Annua Owner Certification of
Compliance on or before January 31. Every Development Owner shall be required to
pay$25 per RHTC unit with a minimum fee of $200 per development and a maximum fee
of $6000 per development. However, Owners that utilize IHFA’s Compliance Reporting
Website shall only be required to remit $20 per RHTC unit with a minimum fee of $150 per
development and a maximum fee of $5000 per devel opment.

If IHFA does not receive acomplete Annual Owner Certification of Compliance,
subsequent forms and documentation, and monitoring fees by January 31, afee equd to
double the property’ s annual monitoring fee will be due to IHFA by April 30. After April
30, failure to pay fees due to the Authority and submit the required documents shall
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congtitute a violation by the Devel opment and the Devel opment Owner of the Authority’s
requirements and IHFA will report the violation to the IRS.

Additionally, if significant errors are found when the Owner Certification of Compliance
and subsequent forms are reviewed by IHFA, the Owner will be charged double monitoring
fees. Significant errorsinclude, but are not limited to: 1) an unauthorized signatory signing
the Owner Certification 2) the owner’s signature not being notarized; 3) all required forms
and documentation not being submitted by the Owner 4) incorrect tenants/units reported on
the RHTC Development Information Report; 5) incorrect or no monitoring fees submitted
with the Owner Certification, etc.

B. Correction Fee

A charge of one hundred dollars per unit will be imposed for any unit where documentation
must be re-inspected after the issuance of IRS Form 8823 because of afinding of
noncompliance as a result of atenant file review or a physical inspection.

A charge of two hundred dollars ($200.00) per unit will be imposed for any physicd unit re-
ingpections required after the issuance of IRS Form 8823 because of afinding of
noncompliance.

However, an Owner may request awaiver of the correction fee for good cause. To obtain
such awaiver, the Owner must submit the request in writing detailing and documenting
the reason for the request. Waiver of the correction feeisin IHFA’s sole discretion.

Part 5.8 Proceduresfor the Transfer of RHTC and Developments

A. Transfer of CreditsPrior to | ssuance of Form 8609

As a condition of the Authority’s consideration of a proposed transfer of Credits prior to the
issuance of Form 8609, the following criteria must be met by the Owner:

1. The proposed transferee must submit a new Rental Housing Tax Credit application
setting forth any and all information contemplated therein as if the proposed
Transferee were the origina applicant, sponsor, or Owner (the “new Application”).
The new application must be filed and marked to show any and all changesin
information from that which is set forth in the origina application for RHTC.

2. The proposed transferee must also submit a schedule identifying all differences
between the origina application for RHTC and the new application with cross
references to page numbers and sections which differ.

3. All applicablefiling fees for the new application must be paid at the time of the filing
of the new applications (See QAP in Schedule N for application fees). The Authority
may, in its sole discretion, refund a portion of the fees to the applicant.

4. The proposed transferor and transferee of the Credits must certify that the
information set forth in the new application or otherwise filed with the Authority is
true, complete, and not mideading in any respect. The proposed transferee shall
agree therein to complete the Development in the manner and within the time
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B.

schedule set forth in the new application and assume al obligations of the transferor
to the Authority.

5. The proposed transferor and transferee must submit such further documents,
assurances, certificates, and other information and materials in support of the new
application as the Authority shall require in its sole and absolute discretion.

Based on the Authority’ s review of the new application and other filings referred to
herein, the Authority may approve or disapprove the proposed transfer in its sole and
absolute discretion. No consent or approval of the Authority with respect to the proposed
transfer shal be effective without the written consent of the Authority and any attempt to
effect atransfer without such prior consent shall be void from inception. Such approva
may be conditioned upon receipt by the Authority of any and all documents or
instruments to be executed by the proposed transferor and transferee in order to effectuate
the transfer contemplated hereby and such future conditions as the Authority may impose
from timeto time. Consent to atransfer shall not be deemed to be the consent to any
subsequent transfer or waiver of the Authority’s right to require the Authority’ s consent
to any future transfers. Any consent, action, review, recommendation, approval, or other
activity taken by or on behalf of the Authority shall not, expresdy or impliedly, directly
or indirectly, suggest, represent, or warrant that the sponsor, Owner, and/or Devel opment
qualify for the Credit, or that the Development complies with applicable statutes and
regulations or that the Development is or will be economically feasible.

Transfer of Development After 1ssuance of Form 8609

After the issuance of Form 8609, upon the sale, transfer or disposition of a Qualified
Low-Income Building or an interest therein, the transferee shall immediately submit the
following to IHFA:

1. A copy of al sae documents; and
2. Any other additional information the Authority may request.

Bond for Dispositions of Qualified L ow-Income Buildings

Under the Code a taxpayer that disposes of a Qualified Low-Income Building, or an interest
therein can defer or avoid recapture by furnishing a bond to the Secretary in an amount
satisfactory to and for the period prescribed by the Secretary.

The above bond posting only pertains to situations where it is reasonably expected that the
building will continue to be operated as a Qualified Low-Income Building for the remainder
of the building’s Compliance Period.

The taxpayer’s obligation under the bond must be secured by a surety holding a Certificate
of Authority from the Department of the Treasury, Financial Management Service, and that
surety must be listed in Treasury Department Circular 570. Taxpayers having problems
obtaining a surety through the Circular 570 should call the Internal Revenue Service.
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For specific guidance on the bond process, Revenue Ruling 90-60 (Appendix A) should be
consulted. In the absence of avalid bond, Owners likely will recapture the accelerated
portion of the Credit using Form 8611 (Appendix B).

The minimum required bond amount is generaly the product of the total Credits of the
taxpayer times the appropriate bond factor amount. Bond Factor Tables to calculate the
above were initidly published in Revenue Ruling 90-60, and subsequent updates have been
provided via additiona Revenue Rulings: 90-88, 91-67, 92-101, 93-83, 94-71, 95-83, 96-16,
96-33, 96-45, and 96-59.

Form 8693 (Appendix B) is the correct Form to file to post a Rental Housing Tax Credit
disposition bond under Section 42 (0)(6). This Form includes applicable information
regarding the building, the Owner, and the surety. This Form is signed by both the Owner
and the surety, and should be sent to the IRS.

Alternatively, Revenue Procedure 99-11 establishes a cdlatera program as an dternative to
providing a surety bond to avoid or defer recapture of low-income housing tax credits under
Section 42(j)(6) of the Internal Revenue Code. Under this program, taxpayers may establish
a Treasury Direct Account and pledge certain United States Treasury securities to the
Internal Revenue Service as security. Procedures for establishing the Treasury Direct
Account are provided in section 3 of Revenue Procedure 99-11.

Part 5.9 Amendmentsto Compliance Monitoring Procedur es

The compliance monitoring procedures and requirements set forth herein are issued by IHFA
pursuant to Treasury Regulations. These provisions may be amended by the Authority for
purposes of conforming with the Treasury Regulations and/or may otherwise be appropriate, as
determined by the Authority or the Internal Revenue Service. In the event of any inconsistency
or conflict between the terms of these procedures and the monitoring procedures set forth in such
Regulations, the provisions set forth in the Regulations shall control.
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Section 6 - Noncompliance

Noncompliance is defined as a period of time a Development, specific building, or unit is
ineligible for RHTC because of failure to satisty RHTC Program requirements.

Part 6.1

Types on Noncompliance

Generaly, during the Compliance Period, a Development is out of compliance and recapture may

apply if:
A. A building or an Ownership interest in a building is disposed of; or
B. There has been a change in the Applicable Fraction or Eligible Basis that resultsin a
decrease in the Qualified Basis of the building from one year to the next; or
C. Thebuilding no longer meets the Minimum Set-Aside requirements of Section 42,
the gross rent requirements of Section 42, or the other requirements for the units
which are set-aside; or
D. Thereisfailure to submit the annual Utility Allowance documentation, Owner
Certification, Tenant income, and rent report, or compliance monitoring fees, along
with any applicable supporting documentation in a timely manner.
E. Aningigible Tenant residingin aRHTC Unit.
Part 6.2 Consequences

If the Development is out of compliance, a pendty could apply to al units in the Devel opment.
Penalties include:

A

IETMMUO®

. Additional fees paid to IHFA

Recapture of the accelerated portion of the RHTC for prior years,

Disallowance of the credit for the entire year in which the noncompliance occurs,
Assessment of interest for the recapture year and previous years,
Notification to IRS via IRS Form 8823;

Negative points on any subsequent RHTC reservation applications ;

Rejection of future applications; and/or

Repayment of rent overages.

Part 6.3

Notification of Noncompliance to Owner

IHFA isrequired to provide written notice of noncompliance to the Owner if:

A.
B.

C.

Any required submissions are not received by the due dates;

Tenant income certification, supporting documentation, and rent records are not
submitted when requested by IHFA; and/or

The Development is found to be out of compliance through inspection, review,
and/or other means with the provisions of Section 42 of the Internal Revenue Code.
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IHFA will not provide documentation (i.e. copies of Form 8823, Form 8609, etc.) for specific
Developmentsto mor e than one contact person in an owner ship entity (usually the general
partner) for each Development. If other individuals within an owner ship entity wish to
receive such documentation, they must obtain it from the contact person named in the
Development’sMulti-family Housing Finance Application.

Part 6.4 Notification by Owner to IHFA

If the Owner or Management Company becomes aware of any noncompliance with the RHTC
program requirements, the Rental Housing Tax Credit Monitoring staff must be notified
immediately.

Part 6.5 Correction Period

Should IHFA discover, as aresult of an inspection or review, or in any other manner, that the
Development is not in compliance with Section 42, or that credit has been claimed or will be
claimed for units which areindligible, IHFA shall notify the Owner. The Owner isto commence
appropriate action to cure such noncompliance.

The Owner shal have a maximum of 90 days from the date of notice to the Owner to cure the
noncompliance. If IHFA determines that there is good cause, an extension of up to six monthsto
complete the cure for noncompliance may be granted.

Part 6.6 Reporting Noncompliance to the Internal Revenue Service

Noncompliance will occur if noncompliance issues are not corrected within a*“reasonable’ time
period. Potential noncompliance of which the Owner or management agent becomes aware must
be reported to IHFA, who will in turn report it to the IRS. The IRS ultimately determines
whether or not there is noncompliance.

IHFA isrequired to file IRS Form 8823 (Appendix B), “Low-Income Housing Credit Agencies
Report of Non-Compliance,” with the IRS no later than 45 days after the end of the Correction
Period (as described above, including extensions) and no earlier than the end of the Correction
Period, whether or not the noncompliance or failure to certify is corrected.

IHFA must identify on IRS Form 8823 the nature of the noncompliance or failure to certify and
indicate whether the Owner has corrected the noncompliance or failure to certify.

If abuilding is entirely out of compliance and will not be in compliance a any time in the future,
IHFA will report it on an IRS Form 8823 one time and need not file IRS Form 8823 in
subsequent years to report that building’s noncompliance.

Part 6.7 Recapture

Recapture is defined as an increase in the Owner’ s tax liability because of alossin RHTC due to
noncompliance with program requirements.
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The IRS will make the determination as to whether or not the Owner faces recapture of RHTC as
aresult of noncompliance.

IRS Form 8611 (Appendix B) is used by taxpayers who must recapture RHTC previously
clamed. A copy of IRS Form 8611 must be sent to the IRS and IHFA upon completion by the
Owner.

Part 6.8 Retention of Noncompliance Records by IHFA

IHFA will retain records of noncompliance or failure to certify for six years beyond IHFA’sfiling
of the respective IRS Form 8823. In al other cases, IHFA will retain the certifications and
records for three years from the end of the calendar year IHFA received the certifications and
records.
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Section 7 — Glossary

140% Rule: If upon re-certification, alow-income Tenant’sincome is greater than 140% of the
applicable income limit adjusted for family size, the unit will continue to be counted toward
satisfaction of the required set-aside, providing that unit continues to be rent-restricted and
the next available unit of comparable or smaller size in the Development is rented to a
qualified Low-income Household.

20%/50% Test: 20% or more of the residential units must be rented to Households with
aggregate Gross Income of 50% or less of the area median Gross Income adjusted for family
size.

40%/60% Test: 40% or more of the units must be rented to Households with aggregate Gross
Income of 60% or less of the area median Gross Income adjusted for family size.

15%/40% Test: 15% or more of the residentia units must be rented to Households with
aggregate Gross Income of 40% or less of the area median Gross Income adjusted for family
sze.

Annual Household Income: Annua Income of dl persons who intend to permanently residein
aunit.

Annual Income: Total Current Anticipated Income to be received by a Tenant from all sources
including Assets for the next twelve (12) months.

Annual Income Re-certification: Document by which the Tenant re-certifies his’her income for
the purpose of determining whether the Tenant will be considered |ow-income according to
the provisions of the RHTC Program.

Applicable Fraction: The Applicable Fraction isthe lesser of @) theratio of the number of low-
income units to the total number of unitsin the building or b) the ratio of the tota floor
space of the low-income units to the tota floor space of al unitsin the building.

Applicable Credit Percentage: Although the Credits are commonly described as 9% and 4%
credits, the percentages are approximate figures. The U.S. Department of the Treasury
publishes the exact credit percentages each month.

Application: Form completed by a person or family seeking rental of a unit in a Development.
An Application should solicit sufficient information to determine the applicant’s eigibility
and compliance with federal and IHFA guidélines.

Assets: Items of value, other than necessary and personal items, which are considered in
determining the digibility of a Household.

Asset Income: The amount of money received by a Household from items of value as defined in
HUD Handbook 4350.3.

Authority: Indiana Housing Finance Authority
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Certification Year: Thetwelve (12) month time period beginning on the date the unit is first
occupied and each twelve (12) month period commencing on the same date theresfter.

Compliance: The act of meeting the requirements and conditions specified under the law and the
RHTC Program requirements.

Compliance Period: The time period for which a building must comply with the requirements
st forth in Section 42 and the Declaration of Extended Low-Income Housing Commitment.

Correction Period: A reasonable time as determined by the Authority for an Owner to correct
any violation as aresult of noncompliance.

Credit: Tax Credit as authorized by Section 42 of the Internal Revenue Code.

Credit Period: The period of ten (10) taxable years during which credit may be claimed,
beginning with:
1) the taxable year the building is placed in service; or
2) at the dection of the taxpayer, the succeeding year, but only if the building isa
Quadlified Low-Income Building as of the close of the first year of such building, and
remains qualified throughout succeeding years.

Current Anticipated Income: Gross anticipated income for the next twelve (12) months as of
the date of occupancy that is expected to be received by the Tenant(s) including Imputed
Income.

Declaration of Extended L ow-Income Housing Commitment: The agreement between IHFA
and the Owner restricting the use of the Devel opment during the term of the RHTC
Extended Use Period.

Development: Rental housing development receiving a RHTC allocation.

Effective Date of Tenant Certification: The date the Tenant Income Certification becomes
applicable. For initia Certifications, this date must be the move-in date of the Tenant. For
annual Re-certifications, this date must be no later than one year from the Effective Date of
the previous (re) certification.

Effective Term of Verification: A period of time not to exceed one hundred twenty (120) days.
A Veification is valid for ninety (90) days, and may be updated orally for an additional
thirty (30) days. A Verification must be within the effective term at time of Tenant’s Income
Certification.

EligibleBasis: The Eligible Basis of a qualifying Development generally includes those capital
assets incurred with respect to the construction, rehabilitation, or acquisition in certain
circumstances, of the property, minus non-depreciable costs such as land and certain other
items such as financing fees. While it may not include any parts of the property used for
commercial purposes, it may include the cost of facilities for use by Tenants to the extent
there is no separate fee for their use and they are availableto al Tenants. It may aso
include the cost of amenities if the amenities are comparable to the cost of amenitiesin other
units.
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Eligible Basis is reduced by an amount equal to the portion of a building's adjusted basis
which is attributable to non low-income units which exceed the average quality standard of
the low-income units unless the cost of building the market rate units does not exceed the
cost of the average low-income units by more than 15% and the excess cost is excluded from
Eligible Basis.

Eligible Basis is further reduced by the amount of any federal grants applied towards the
Development, and, should the Owner so elect, it may be reduced by “federal subsidies’ to
take advantage of the higher applicable RHTC percentage. It is determined without regard
to depreciation.

Eligible Tenant: The current tenant of the unit, so long as that tenant is eligible to occupy the
unit under the requirements of Section 42 of the Internal Revenue Code. This expresdy
includes a tenant whose income would not currently qualify under Section 42, but who was
qualified at the time of tenant’s origina occupancy of the unit.

Employment Income: Wages, saaries, tips, bonuses, overtime pay, or other compensation for
persona services from ajob.

Extended Use Period: The time frame which begins the first day of theinitial 15 year
compliance period, on which such building is part of a qualified low-income housing
Development and ends 15 years after the close of the Initia Compliance Period, or the date
specified by IHFA in the Declaration of Extended Low-Income Housing Commitment.

Fair Market Value: An amount which represents the true value at which property could be sold
on the open market.

First Year of the Credit Period: Either the year abuilding is placed in service, or, at the
Owner’ s option, the following year.

Gross Income; See Annua Household Income.

Gross Rent: Maximum amount that a Tenant can pay for rent before deducting a utility
allowance. Note: The Owner must be aware of the year in which the RHTC dlocation was
made and the specific guidelines that refer to the calculation of gross rent for those years, i.e.
1987, 1988, and 1989 RHTC dlocations base gross rent on the actual number of persons
residing in the unit.

Household: Theindividual, family, or group of individuals living in the unit.

Imputed Income: The estimated earnings of Assets held by a Tenant using the potential
earning rate established by HUD.

Income Limits: Maximum incomes as published by HUD for Developments giving the
maximum Income Limits per unit for Low-Income (40%, 50% or 60% of median) Units.

Initial Compliance: The 12 month period commencing with the date the building is placed in
service. Note: Developments consisting of multiple buildings with phased completion must
meet the set-aside requirements on a building by building basis with the 12 months
commencing with the individual date each building is placed in service.
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Initial Compliance Period: A fifteen (15) year period, beginning with the first taxable year in
which Credit is claimed, during which the appropriate number of units must be marketed and
rented to RHTC eligible Households, at restricted rents.

Inspection: A review of aDevelopment which may be made annualy by IHFA or its
agent, which includes an examination of records, areview of operating procedures and a
physica inspection of units.

Lease: Thelega agreement between the Tenant and the Owner which delineates the terms and
conditions of the rental of a unit.

L ow-Income Household/Tenant: Households whose incomes are not more than either 50% or
60% of the median family income for the local area adjusted for family size.

L ow-IncomeUnit: Anunitin abuilding if :
1. Such unit is rent-restricted (as defined in subsection (g)(2) of IRS Section 42 of the
Code);
2. Theindividuals occupying such unit meet the income limitation applicable under
subsection 42(g)(1) to the Development of which such building is part;
3. Theunit is suitable for occupancy, available to the genera public, and used other than on
atransent basis.

Management Company: A firm authorized by the Owner to oversee the operation and
management of the Development and who accepts compliance responsibility.

Maximum Allowable Rent Calculation: The Maximum Allowable Rent Calculation includes
costs to be paid by the Tenant for utilitiesinclusive of heat, electricity, air conditioning,
water, sewer, oil, or gas where applicable (does not include cable television or telephone).

Maximum Chargeable Rent (Net Rent): Gross Rent less Utility Allowance paid by the Tenant.

Median Income: A determination made through statistical methods establishing a middle point
for determining Income Limits. Median is the amount that divides the distribution into two
equal groups, one group having income above the median and one group having income
below the median.

Minimum Set-Aside: The minimum number of units that the Owner has elected and set forth in
the Declaration of Low-Income Housing Commitment to be income and rent-restricted.

Owner or Developer: Any individual, association, corporation, joint venture, or partnership that
owns a RHTC Development.

Placed in Service Date: For buildings, thisis the date on which the building is ready and
available for its specificaly assigned function, as set forth on IRS Form 8609.

Qualified Allocation Plan: The plan developed and promulgated from time to time by IHFA,
which sets out the guidelines and selection criteria by which IHFA alocates RHTC.
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Qualified Basis: The portion of the Eligible Basis attributable to low-income renta units. Itis
equal to the Eligible Basis multiplied by the Applicable Fraction. The amount of Qualified
Basisis determined annually on the last day of each taxable year.

Note: Thisisthe lesser of the Applicable Fraction/Occupancy Percentage:

a. the proportion of low-income unitsto al residentia renta units; or

b. the proportion of floor space of the low-income units to the floor space of al residential
rental units.

Qualified Low-IncomeBuilding: Any building that is part of a qualified low-income housing
Development at al times during the period beginning on the first day in the compliance
period on which such building is part of such a Development and ending on the last day of
the compliance period with respect to such building (Section 42(c)(2)(A) of the Code).

Qualified Unit: A unit in aQualified Low-Income Building occupied by qualified persons at a
qualified rent.

Section 8: Section 8 of the United States Housing Act of 1937, as Amended.

Student: Any individual who is, or will be, afull-time Student (as defined by the
institution) at an educationa institution with regular facilities and Students, other than
correspondence school.

Tax Credit: The Tax Credit amount is calculated by multiplying the Qualified Basis by the
Applicable Credit Percentage. The credit percentage, determined monthly, changes so as to
yield over a 10 year period, a credit equal to either 30% or 70% of the present value of the
Qualified Basis of the building. An Owner may eect to lock in the Applicable Credit
Percentage either at the time a Commitment is made by IHFA, or at the time the alocation is
made.

Tenant: Any person occupying the unit.

Tenant/ Unit File: Complete and accurate records pertaining to each dwelling unit, containing
the Application for each Tenant, Verification of income and Assets of each Tenant, Annual
Income Re-certification, utility schedules, rent records, Lease and L ease addendum. Any
authorized representative of IHFA or the Department of Treasury shall be permitted access
to these files upon receipt by Development Owner or Management Company of prior written
notice of not less than two calendar days.

Utility Allowance: The amount of utilities, for a particular unit, set by a Utility Allowance
schedule which is published by HUD, Rurd Development, or PHA, or aletter from the
utility company which states the rates (see IRS Notice 89-6).

Verification: Information from athird-party which is collected in order to corroborate the
accuracy of information about income provided by applicants to a Development.
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Appendix A

Internal Revenue Code, Section 42 — L ow-Income Housing Credit

Federal Register Val. 65, No. 10 — Compliance Monitoring and Miscellaneous Issues
Relating to the Low-Income Housing Credit

Internal Revenue Notice 88-80 — Income Determination

Internal Revenue Ruling 91-38 — Low-Income Housing Credit Questions and Answers
Internal Revenue Ruling 92-61 — Treatment of resident Manager’s Unit

Federal Register Vol. 62 No. 187 — Available Unit Rule

Revenue Procedure 94-65 — Documentation of Income and Assets



Sec. 42. Low-income housing credit
STATUTE

(@) In general

For purposes of section 38, the amount of the low-income housing credit determined
under this section for any taxable year in the credit period shall be an amount equal to -

(2) the applicable percentage of
(2) the qualified basis of each qualified low-income building.

(b) Applicable percentage: 70 percent present value
credit for certain new buildings; 30 percent present
value credit for certain other buildings

For purposes of this section -

(b)(1) Building placed in service during 1987

In the case of any qualified lowincome building placed in service by the taxpayer during
1987, the term "applicable percentage’ means -

(A) 9 percent for new buildings which are not federally subsidized for the taxable
year, or
(B) 4 percent for -
() new buildings which are federally subsidized for the taxable year, and
(i) existing buildings.

(b)(2) Buildings placed in service after 1987

(b)(2)(A) In general

In the case of any qualified low-income building placed in service by the taxpayer after

1987, the term "applicable percentage’ means the appropriate percentage prescribed by the

Secretary for the earlier of -

(1) the month in which such building is placed in service, or

(i) at the election of the taxpayer -

(I) the month in which the taxpayer and the housing credit agency enter into an
agreement with respect to such building (which is binding on such agency, the



taxpayer, and all successors in interest) as to the housing credit dollar amount to
be allocated to such building, or

(I1) in the case of any building to which subsection (h)(4)(B) applies, the month in
which the tax-exempt obligations are issued.

A month may be elected under clause (ii) only if the election is made not later than the
5th day after the close of such month. Such an election, once made, shall be irrevocable.

(b)(2)(B) Method of prescribing per centages

The percentages prescribed by the Secretary for any month shall be percentages which
will yield over a 10- year period amounts of credit under subsection (&) which have a
present value equal to -

(i) 70 percent of the qualified basis of a building described in paragraph (1)(A),
and
(i) 30 percent of the qualified basis of a building described in paragraph (1)(B).

(b)(2)(C) Method of discounting
The present value under subparagraph (B) shall be determined -

(i) as of the last day of the 1st year of the 10-year period referred to in
subparagraph (B),

(i) by using a discount rate equal to 72 percent of the average of the annual
Federa mid-term rate and the annual Federal long-term rate applicable under
section 1274(d)(1) to the month applicable under clause (i) or (ii) of subparagraph
(A) and compounded annually, and

(iii) by assuming that the credit allowable under this section for any year is
received on the last day of such year.

(b)(3) Crossreferences

(A) For treatment of certain rehabilitation expenditures as separate new buildings,
see subsection (e).

(B) For determination of applicable percentage for increasesin qualified basis
after the 1st year of the credit period, see subsection (f)(3).

(C) For authority of housing credit agency to limit applicable percentage and
qualified basis which may be taken into account under this section with respect to
any building, see subsection (h)(7).

(c) Qualified basis; qualified low-income building
For purposes of this section -

(©)(1) Qualified basis



(©)(1)(A) Determination

The qualified basis of any qualified low-income building for any taxable year is an
amount equal to -

(1) the applicable fraction (determined as of the close of such taxable year) of
(i) the éligible basis of such building (determined under subsection (d)(5)).

(©)(1)(B) Applicable fraction

For purposes of subparagraph (A), the term 'applicable fraction' means the smaller of the
unit fraction or the floor space fraction.

(€)(1)(C) Unit fraction

For purposes of subparagraph (B), the term "unit fraction' means the fraction -
(i) the numerator of which is the number of low-income units in the building, and
(i) the denominator of which is the number of residential rental units (whether or
not occupied) in such building.

(c)(1)(D) Floor spacefraction

For purposes of subparagraph (B), the term 'floor space fraction' means the fraction -
() the numerator of which is the total floor space of the low-income units in such
building, and
(ii) the denominator of which is the total floor space of the residential rental units

(whether or not occupied) in such building.

(©)(1)(E) Qualified basisto include portion of building used to provide supportive
services for homeless

In the case of a qualified lowincome building described in subsection (i)(3)(B)(iii), the
qualified basis of suchbuilding for any taxable year shall be increased by the lesser of -

(1) so much of the eligible basis of such building as is used throughout the year to
provide supportive services designed to assist tenants in locating and retaining
permanent housing, or

(i) 20 percent of the qualified basis of such building (determined without regard
to this subparagraph).

(c)(2) Qualified low-income building

The term 'qualified low-income building' means any building -



(A) which is part of a qualified low-income housing project at al times during the
period -

(1) beginning on the 1st day in the compliance period on which such building is
part of such aproject, and

(if) ending on the last day of the compliance period with respect to such building,
and

(B) to which the amendments made by section 201(a) of the Tax Reform Act of

1986 apply.

Such term does not include any building with respect to which moderate rehabilitation
assistance is provided, at any time during the compliance period, under section 8(€)(2)
(FOOTNOTE 1) of the United States Housing Act of 1937 (other than assistance under
the Stewart B. McKinney Homeless Assistance Act of 1988 (as in effect on the date of
the enactment of this sentence)).

(FOOTNOTE 1) See References in Text note below. (d) Eligible basis

For purposes of this section -
(1) New buil di ngs
The eligible basis of a new building is its adjusted basis as
of the close of the 1st taxable year of the credit period.
(2) Existing buildings
(A) I'n genera
The eligible basis of an existing building is -

(i) in the case of a building which neets the requirenents
of subparagraph (B), its adjusted basis as of the close of
the 1st taxable year of the credit period, and

(ii) zero in any other case.

(B) Requirenents
A building neets the requirenments of this subparagraph if -

(i) the building is acquired by purchase (as defined in
section 179(d)(2)),

(ii) there is a period of at |least 10 years between the
date of its acquisition by the taxpayer and the |ater of -

(1) the date the building was | ast placed in service, or
(I'l) the date of the npbst recent nonqualified substantia

i mprovenent of the building,

(iii) the building was not previously placed in service by
the taxpayer or by any person who was a related person with
respect to the taxpayer as of the tine previously placed in
service, and

(iv) except as provided in subsection (f)(5), a credit is
al | owabl e under subsection (a) by reason of subsection (e)
with respect to the building.

(©)(2)(C) Adjusted basis

For purposes of subparagraph (A), the adjusted basis of any building shall not include so
much of the basis of such building as is determined by reference to the basis of other
property held at any time by the person acquiring the building.



(©)(2)(D) Special rulesfor subparagraph (B)
(c)(2)(D)(i) Nonqualified substantial improvement

For purposes of subparagraph (B)(ii) -
©QD)(i)() In general

The term 'nonqualified substantial improvement’ means any substantial improvement if
section 167(k) (as in effect on the day before the date of the enactment of the Revenue
Reconciliation Act of 1990) was el ected with respect to such improvement or section 168
(asin effect on the day before the date of the enactment of the Tax Reform Act of 1986)
applied to such improvement.

(©)(2)(D)(i)(11) Date of substantial improvement

The date of a substantial improvement is the last day of the 24- month period referred to
in subclause (111).

(©)(2)(D)(i)(111) Substantial improvement

The term "substantial improvement' means the improvements added to capital account
with respect to the building during any 24- month period, but only if the sum of the
amounts added to such account during such period equals or exceeds 25 percent of the
adjusted basis of the building (determined without regard to paragraphs (2) and (3) of
section 1016(a)) as of the 1st day of such period.

(c)(2)(D)(ii) Special rulesfor certain transfers

For purposes of determining under subparagraph (B)(ii) when a building was last placed
in service, there shall not be taken into account any placement in service -

(1) in connection with the acquisition of the building in a transaction in which the
basis of the building in the hands of the person acquiring it is determined in whole
or in part by reference to the adjusted basis of such building in the hands of the
person from whom acquired,

(I1) by a person whose basis in such building is determined under section 1014(a)
(relating to property acquired from a decedent),

(111) by any governmental unit or qualified nonprofit organization (as defined in
subsection (h)(5)) if the requirements of subparagraph (B)(ii) are met with respect
to the placement in service by such unit or organization and all the income from
such property is exempt from Federal income taxation,

(V) by any person who acquired such building by foreclosure (or by instrument
in lieu of foreclosure) of any purchase- money security interest held by such
person if the requirements of subparagraph (B)(ii) are met with respect to the
placement in service by such person and such building is resold within 12 months
after the date such building is placed in service by such person after such
foreclosure, or



(V) of asingle-family residence by any individual who owned and used such
residence for no other purpose than as his principal residence.

(c)(2)(D)(iii) Related person, etc.
(©)(2)(D)(iii)(I) Application of section 179
For purposes of subparagraph (B)(i), section 179(d) shall be applied by substituting ‘10

percent' for '50 percent' in section (FOOTNOTE 2) 267(b) and 707(b) and in section
179(b)(7).

(FOOTNOTE 2) Soinoriginal. Probably should be 'sections.

(©)(2)(D)(iii)(I1) Related person

For purposes of subparagraph (B)(iii), a person (hereinafter in this subclause referred to
asthe 'related person’) is related to any person if the related person bears a relationship to
such person specified in section 267(b) or 707(b)(1), or the related person and such
person are engaged in trades or businesses under common control (within the meaning of
subsections (a) and (b) of section 52 ). For purposes of the preceding sentence, in
applying section 267(b) or 707(b)(1), '10 percent’ shall be substituted for '50 percent'.

(c)(3) Eligible basis reduced wher e disproportionate standards for units
©)()(A) In general

Except as provided in subparagraph (B), the digible basis of any building shall be
reduced by an amount equal to the portion of the adjusted basis of the building which is

attributable to residential rental units in the building which are not low-income units and
which are above the average quality standard of the low-income units in the building.

(©)(3)(B) Exception wher e taxpayer electsto exclude excess costs
(©)(3)(B)(i) In general

Subparagraph (A) shall not apply with respect to aresidentia rental unit in a building
which is not a low-income unit if -

(1) the excess described in clause (ii) with respect to such unit is not greater than
15 percent of the cost described in clause (ii)(I1), and

(I1) the taxpayer elects to exclude from the eligible basis of such building the
excess described in clause (ii) with respect to such unit.

(c)(3)(B)(ii) Excess



The excess described in this clause with respect to any unit is the excess of -

(1) the cost of such unit, over
(1) the amount which would be the cost of such unit if the average cost per square
foot of low-income units in the building were substituted for the cost per square
foot of such unit.

The Secretary may by regul ati on provide for the determ nation

of the excess under this clause on a basis other than square
foot costs.

(c)(4) Special rulesrelating to determination of adjusted basis

For purposes of this subsection -

(©4)(A) In general

Except as provided in subparagraph (B), the adjusted basis of any building shall be
determined without regard to the adjusted basis of any property which is not residential
rental property.

(c)(4)(B) Basis of property in common areas, etc., included

The adjusted basis of any building shall be determined by taking into account the
adjusted basis of property (of a character subject to the allowance for depreciation) used
in common areas or provided as comparable amenities to al residential rental unitsin
such building.

(©)(4)(C) Noreduction for depreciation

The adjusted basis of any building shall be determined without regard to paragraphs (2)
and (3) of section 1016(a).

(©)(5) Special rulesfor determining eligible basis
(©)(5)(A) Eligible basisreduced by Federal grants

If, during any taxable year of the compliance period, a grant is made with respect to any
building or the operation thereof and any portion of such grant is funded with Federa
funds (whether or not includible in gross income), the eligible basis of such building for
such taxable year and all succeeding taxable years shall be reduced by the portion of such
grant which is so funded.

(c)(5)(B) Eligible basis not to include expenditures wher e section 167(k) elected

The eligible basis of any building shall not include any portion of its adjusted basis which
is attributable to amounts with respect to which an election is made under section 167(k)



(asin effect on the day before the date of the enactment of the Revenue Reconciliation
Act of 1990).

(©)(5)(C) Increasein credit for buildingsin high cost areas
(©)(3)(C)(i) In general

In the case of any building located in a qualified census tract or difficult devel opment
areawhich is designated for purposes of this subparagraph -

(I) in the case of a new building, the eligible basis of such building shall be 130
percent of such basis determined without regard to this subparagraph, and

(I1) in the case of an existing building, the rehabilitation expenditures taken into
account under subsection (e) shall be 130 percent of such expenditures
determined without regard to this subparagraph.

(€)(5)(C)(ii) Qualified censustract
(©EG)(C)(1) In general

The term "qualified census tract’ means any census tract which is designated by the
Secretary of Housing and Urban Development and, for the most recent year for which
census data are available on household income in such tract, in which 50 percent or nore
of the households have an income which is less than 60 percent of the area median gross
income for such year. If the Secretary of Housing and Urban Development determines
that sufficient datafor any period are not available to apply this clause on the basis of
census tracts, such Secretary shall apply this clause for such period on the basis of
enumeration districts.

©((B)(C)(ii)(11) Limit on MSA's designated

The portion of a metropolitan statistical area which may be designated for purposes of
this subparagraph shall not exceed an area having 20 percent of the population of such
metropolitan statistical area.

(©(B)(C)(ii)(I11) Determination of areas

For purposes of this clause, each metropolitan statistical area shall be treated as a separate
areaand all nonmetropolitan areas in a State shall be treated as 1 area.

(c)(5)(C)(iii) Difficult development areas
(9(B)(C)(iii)(1) In general

The term 'difficult development areas’ means any area designated by the Secretary of
Housing and Urban Development as an area which has high construction, land, and utility
costs relative to area median gross income.

(©(B)(C)(iii)(11) Limit on areas designated



The portions of metropolitan statistical areas which may be designated for purposes of
this subparagraph shell not exceed an aggregate area having 20 percent of the population
of such metropolitan statistical areas. A comparable rule shall apply to nhonmetropolitan
aress.

(©)(5)(C)(iv) Special rulesand definitions
For purposes of this subparagraph -

() population shall be determined on the basis of the most recent decennial
census for which data are available,

(I1) area median gross income shall be determined in accordance with subsection
(9)(4),

(111) the term 'metropolitan statistical area’ has the same meaning as when used in
section 143(k)(2)(B), and

(1V) the term 'nonmetropolitan area means any county (or portion thereof) which
is not within a metropolitan statistical area.

(c)(6) Credit allowable for certain federally-assisted buildings acquired
during 10-year period described in paragraph

(2)(B)(ii)
(©)(6)(A) In general

On application by the taxpayer, the Secretary (after consultation with the appropriate
Federal official) may waive paragraph (2)(B)(ii) with respect to any federally- assisted
building if the Secretary determines that such waiver is necessary -

(i) to avert an assignment of the mortgage secured by property in the project (of
which such building is a part) to the Department of Housing and Urban
Development or the Farmers Home Administration, or

(i) to avert aclaim against a Federal mortgage insurance fund (or such
Department or Administration) with respect to a mortgage which is so secured.

The preceding sentence shall not apply to any building described in paragraph (7)(B).
(c)(6)(B) Federally-assisted building

For purposes of subparagraph (A), the term ‘federally-assisted building’ means any
building which is substantially assisted, financed, or operated under -

(i) section 8 of the United States Housing Act of 1937,
(i) section 221(d)(3) or 236 of the National Housing Act, or
(ii1) section 515 of the Housing Act of 1949,



as such Acts are in effect on the date of the enactment of the Tax Reform Act of 1986.
(c)(6)(C) Lowincome buildings wher e mortgage may be prepaid

A waiver may be granted under subparagraph (A) (without regard to any clause thereof)
with respect to a federally-assisted building described in clause (ii) or (iii) of
subparagraph (B) if -

(1) the mortgage on such building is €ligible for prepayment under subtitle B of
the Emergency Low Income Housing Preservation Act of 1987 or under section
502(c) of the Housing Act of 1949 at any time within 1 year after the date of the
application for such awaiver,

(i1) the appropriate Federa official certifiesto the Secretary that it is reasonable to
expect that, if the waiver is not granted, such building will cease complying with
its low-income occupancy requirements, and

(iii) the eligibility to prepay such mortgage without the approval of the
appropriate Federal official iswaived by all persons who are so eligible and such
waiver is binding on all successors of such persons.

(c)(6)(D) Buildings acquired from insured depository institutions in default

A waiver may be granted under subparagraph (A) (without regard to any clause thereof)
with respect to any building acquired from an insured depository institution in default (as
defined in section 3 of the Federal Deposit Insurance Act) or from areceiver or
conservator of such an institution.

(c)(6)(E) Appropriate Federal official

For purposes of subparagraph (A), the term "appropriate Federal official’ means -
(i) the Secretary of Housing and Urban Development in the case of any building
described in subparagraph (B) by reason of clause (i) or (ii) thereof, and
(i) the Secretary of Agriculture in the case of any building described in
subparagraph (B) by reason of clause (iii) thereof.

(c)(7) Acquisition of building before end of prior compliance period

©(7)(A) In general

Under regulations prescribed by the Secretary, in the case of a building described in
subparagraph (B) (or interest therein) which is acquired by the taxpayer -

() paragraph (2)(B) shall not apply, but
(i1) the credit allowable by reason of subsection (a) to the taxpayer for any period
after such acquisition shall be equal to the amount of credit which would have



been allowable under subsection (a) for such period to the prior owner referred to
in subparagraph (B) had such owner not disposed of the building.

(©)(7)(B) Description of building
A building is described in this subparagraph if -

() acredit was allowed by reason of subsection (a) to any prior owner of such
building, and
(i) the taxpayer acquired such building before the end of the compliance period
for such building with respect to such prior owner (determined without regard to
any disposition by such prior owner).
(e) Rehabilitation expenditures treated as separate new buil di ng
(1) In genera
Rehabilitation expenditures paid or incurred by the taxpayer
with respect to any building shall be treated for purposes of
this section as a separate new buil di ng.
(2) Rehabilitation expenditures
For purposes of paragraph (1) -
(A) I'n genera
The term'rehabilitation expenditures' neans anmounts
chargeabl e to capital account and incurred for property (or
additions or inprovenents to property) of a character subject
to the all owance for depreciation in connection with the
rehabilitation of a building.
(B) Cost of acquisition, etc, (FOOTNOTE 3) not included

(FOOTNOTE 3) Soinoriginal. Probably should be 'etc.,'.

Such term does not include the cost of acquiring any building
(or interest therein) or any anount not permtted to be taken
i nto account under paragraph (3) or (4) of subsection (d).
(3) M ninmm expenditures to qualify
(A) In genera
Par agraph (1) shall apply to rehabilitation expenditures with
respect to any building only if -
(i) the expenditures are allocable to 1 or nore | owincone
units or substantially benefit such units, and
(ii) the amount of such expenditures during any 24-nonth
period neets the requirenments of whichever of the follow ng
subcl auses requires the greater anount of such expenditures:

(1) The requirenment of this subclause is net if such
ampunt is not |ess than 10 percent of the adjusted basis of
the building (determ ned as of the 1st day of such period
and wi thout regard to paragraphs (2) and (3) of section
1016(a)) .

(I'l) The requirenent of this subclause is nmet if the
qualified basis attributable to such amount, when divi ded
by the nunber of |owincome units in the building, is
$3, 000 or nore.

(B) Exception from 10 percent rehabilitation
In the case of a building acquired by the taxpayer froma
governnental unit, at the election of the taxpayer,



subpar agraph (A)(ii)(l) shall not apply and the credit under
this section for such rehabilitati on expenditures shall be
determ ned using the percentage applicabl e under subsection
(b)(2)(B)(ii).
(C) Date of determnation
The determ nation under subparagraph (A) shall be made as of
the close of the 1st taxable year in the credit period with
respect to such expenditures.
(4) Special rules

For purposes of applying this section with respect to
expenditures which are treated as a separate building by reason
of this subsection -

(A) such expenditures shall be treated as placed in service
at the close of the 24-nonth period referred to in paragraph
(3)(A), and

(B) the applicable fraction under subsection (c)(1) shall be
the applicable fraction for the building (wthout regard to
paragraph (1)) with respect to which the expenditures were
i ncurred.

Not hi ng i n subsection (d)(2) shall prevent a credit from being
al l omed by reason of this subsection
(5) No doubl e counting
Rehabilitation expenditures may, at the election of the
t axpayer, be taken into account under this subsection or
subsection (d)(2)(A) (i) but not under both such subsecti ons.
(6) Regulations to apply subsection with respect to group of
units in building
The Secretary may prescribe regul ations, consistent with the
pur poses of this subsection, treating a group of units with
respect to which rehabilitati on expenditures are incurred as a
separ ate new bui |l di ng.
(f) Definition and special rules relating to credit period
(1) Credit period defined
For purposes of this section, the term'credit period neans,
with respect to any building, the period of 10 taxable years
begi nning with -
(A) the taxable year in which the building is placed in
service, or
(B) at the election of the taxpayer, the succeedi ng taxable
year,
but only if the building is a qualified | owincome building as of
the close of the 1st year of such period. The election under
subpar agraph (B), once made, shall be irrevocabl e.
(2) Special rule for 1st year of credit period

(A) In genera

The credit allowabl e under subsection (a) with respect to any
buil ding for the 1st taxable year of the credit period shall be
determ ned by substituting for the applicable fraction under
subsection (c)(1) the fraction -

(i) the nunmerator of which is the sumof the applicable
fractions determ ned under subsection (c)(1) as of the close
of each full nmonth of such year during which such buil ding
was in service, and

(ii) the denom nator of which is 12.

(B) Disallowed 1st year credit allowed in 11th year

Any reduction by reason of subparagraph (A) in the credit

al l owabl e (without regard to subparagraph (A)) for the 1st



t axabl e year of the credit period shall be allowabl e under
subsection (a) for the 1st taxable year following the credit
peri od.
(3) Determ nation of applicable percentage with respect to
increases in qualified basis after 1st year of credit period
(A) In genera
In the case of any building which was a qualified | owincone
buil ding as of the close of the 1st year of the credit period,
if -

(i) as of the close of any taxable year in the conpliance
period (after the 1st year of the credit period) the
qual i fied basis of such building exceeds

(ii) the qualified basis of such building as of the cl ose
of the 1lst year of the credit period,

the applicabl e percentage which shall apply under subsection
(a) for the taxable year to such excess shall be the percentage
equal to 2/3 of the applicable percentage which (after the
application of subsection (h)) would but for this paragraph
apply to such basis.
(B) 1st year conputation applies
Arule simlar to the rule of paragraph (2)(A) shall apply to
any increase in qualified basis to which subparagraph (A)
applies for the 1st year of such increase.
(4) Dispositions of property
If a building (or an interest therein) is disposed of during
any year for which credit is allowabl e under subsection (a), such
credit shall be allocated between the parties on the basis of the
nunber of days during such year the building (or interest) was
hel d by each. In any such case, proper adjustments shall be nade
in the application of subsection (j).
(5) Credit period for existing buildings not to begin before
rehabilitation credit all owed
(A) In genera
The credit period for an existing building shall not begin
before the 1st taxable year of the credit period for
rehabilitation expenditures with respect to the building.
(B) Acquisition credit allowed for certain buildings not
allowed a rehabilitation credit
(i) I'n genera
In the case of a building described in clause (ii) -
(1) subsection (d)(2)(B)(iv) shall not apply, and
(I'l) the credit period for such building shall not begin
before the taxable year which would be the 1st taxable year
of the credit period for rehabilitation expenditures with
respect to the building under the nodifications described
in clause (ii)(Il).
i) Building described
A building is described in this clause if -
(1) a waiver is granted under subsection (d)(6)(C) with
respect to the acquisition of the building, and
(I'l) a credit would be allowed for rehabilitation
expenditures with respect to such building if subsection
(e)(3)(A)(ii)(l) did not apply and if subsection
(e)(3)(A(ii)(lIl) were applied by substituting '$2,000" for
' $3, 000" .
(g) Qualified | owinconme housing project
For purposes of this section -

(



(1) I'n genera
The term ' qualified | owincome housing project' neans any
project for residential rental property if the project neets the
requi rements of subparagraph (A) or (B) whichever is elected by
t he taxpayer:
(A) 20-50 test
The project neets the requirenents of this subparagraph if 20
percent or nore of the residential units in such project are
both rent-restricted and occupi ed by individuals whose incone
is 50 percent or |ess of area nedian gross incone.
(B) 40-60 test
The project neets the requirenments of this subparagraph if 40
percent or nore of the residential units in such project are
both rent-restricted and occupi ed by individuals whose incone
is 60 percent or |ess of area nedian gross incone.
Any el ection under this paragraph, once nade, shall be
irrevocable. For purposes of this paragraph, any property shal
not be treated as failing to be residential rental property
nerely because part of the building in which such property is
| ocated is used for purposes other than residential renta
pur poses.
(2) Rent-restricted units
(A) In genera
For purposes of paragraph (1), a residential unit is
rent-restricted if the gross rent with respect to such unit
does not exceed 30 percent of the inmputed inconme linitation
applicable to such unit. For purposes of the preceding
sentence, the amount of the incone limtation under paragraph
(1) applicable for any period shall not be |ess than such
limtation applicable for the earliest period the building
(which contains the unit) was included in the determ nation of
whet her the project is a qualified | owincome housing project.
(B) Gross rent
For purposes of subparagraph (A), gross rent -

(i) does not include any paynent under section 8 of the
United States Housing Act of 1937 or any conparable renta
assi stance program (with respect to such unit or occupants
t her eof ),

(ii) includes any utility allowance determ ned by the
Secretary after taking into account such determnm nati ons under
section 8 of the United States Housing Act of 1937,

(iii) does not include any fee for a supportive service
which is paid to the owner of the unit (on the basis of the
| owi ncome status of the tenant of the unit) by any
government al program of assistance (or by an organization
described in section 501(c)(3) and exenpt from tax under
section 501(a)) if such program (or organi zation) provides
assi stance for rent and the ampunt of assistance provided for
rent is not separable fromthe anmount of assistance provided
for supportive services, and

(iv) does not include any rental paynent to the owner of
the unit to the extent such owner pays an equival ent anount
to the Farmers' Home Admi nistration under section 515 of the
Housi ng Act of 1949.

For purposes of clause (iii), the term'supportive service'
means any service provided under a planned program of services
designed to enable residents of a residential rental property



to remai n i ndependent and avoid placenent in a hospital
nursing home, or internmediate care facility for the mentally or
physi cal |y handi capped. In the case of a single-room occupancy
unit or a building described in subsection (i)(3)(B)(iii), such
termincludes any service provided to assist tenants in
| ocating and retaining pernmanent housing.
(C) Inputed incone limtation applicable to unit
For purposes of this paragraph, the inputed incone limtation
applicable to a unit is the incone limtation which would apply
under paragraph (1) to individuals occupying the unit if the
nunber of individuals occupying the unit were as foll ows:
(i) I'n the case of a unit which does not have a separate
bedroom 1 individual
(ii) I'n the case of a unit which has 1 or nobre separate
bedroonms, 1.5 individuals for each separate bedroom
In the case of a project with respect to which a credit is
al l omabl e by reason of this section and for which financing is
provi ded by a bond described in section 142(a)(7), the inputed
income limtation shall apply in lieu of the otherw se
applicable incone linmtation for purposes of applying section
142(d) (4)(B) (ii).
(D) Treatnment of units occupied by individuals whose incones
rise above limt
(i) I'n genera
Except as provided in clause (ii), notw thstanding an
increase in the inconme of the occupants of a | owincone unit
above the inconme linmitation applicable under paragraph (1),
such unit shall continue to be treated as a | owincome unit
if the inconme of such occupants initially net such incone
[imtation and such unit continues to be rent-restricted.
(ii) Next avail able unit must be rented to | owinconme tenant
if incone rises above 140 percent of income limt
If the income of the occupants of the unit increases above
140 percent of the incone limtation applicable under
paragraph (1), clause (i) shall cease to apply to such unit
if any residential rental unit in the building (of a size
conparable to, or smaller than, such unit) is occupied by a
new resi dent whose incone exceeds such incone limtation. In
the case of a project described in section 142(d)(4)(B), the
precedi ng sentence shall be applied by substituting '170
percent' for '140 percent' and by substituting 'any
| owincome unit in the building is occupied by a new resi dent
whose i ncone exceeds 40 percent of area nedian gross inconge'
for "any residential unit in the building (of a size
conparable to, or smaller than, such unit) is occupied by a
new resi dent whose incone exceeds such income limtation'.
(E) Units where Federal rental assistance is reduced as
tenant's inconme increases
If the gross rent with respect to a residential unit exceeds
the limtation under subparagraph (A) by reason of the fact
that the incone of the occupants thereof exceeds the incone
limtation applicable under paragraph (1), such unit shall
neverthel ess, be treated as a rent-restricted unit for purposes
of paragraph (1) if -
(i) a Federal rental assistance paynment described in
subpar agraph (B)(i) is mde with respect to such unit or its
occupants, and



(ii) the sum of such paynent and the gross rent with
respect to such unit does not exceed the sum of the anmount of
such paynent which woul d be made and the gross rent which
woul d be payable with respect to such unit if -

(1) the inconme of the occupants thereof did not exceed
the incone limtation applicable under paragraph (1), and
(I'l) such units were rent-restricted within the neaning
of subparagraph (A).
The precedi ng sentence shall apply to any unit only if the
result described in clause (ii) is required by Federal statute
as of the date of the enactnment of this subparagraph and as of
the date the Federal rental assistance paynent is made.
(3) Date for neeting requirenents
(A) In genera
Except as otherwi se provided in this paragraph, a building
shall be treated as a qualified | owinconme building only if the
project (of which such building is a part) neets the
requi renents of paragraph (1) not |later than the close of the
1st year of the credit period for such building.
(B) Buildings which rely on later buildings for qualification
(i) I'n genera

In determ ning whether a building (hereinafter in this
subpar agraph referred to as the '"prior building') is a
qualified lowincone building, the taxpayer nmay take into
account 1 or nore additional buildings placed in service
during the 12-nmonth period described in subparagraph (A) with
respect to the prior building only if the taxpayer elects to
apply clause (ii) with respect to each additional building
taken into account.

(ii) Treatnment of elected buildings

In the case of a building which the taxpayer elects to take
into account under clause (i), the period under subparagraph
(A) for such building shall end at the close of the 12-nonth
period applicable to the prior building.

(iii) Date prior building is treated as placed in service

For purposes of determining the credit period and the
conpl i ance period for the prior building, the prior building
shall be treated for purposes of this section as placed in
service on the nost recent date any additional building
el ected by the taxpayer (with respect to such prior building)
was placed in service

(C) Special rule
A building -
(i) other than the 1st building placed in service as part
of a project, and
(ii) other than a building which is placed in service
during the 12-nmonth period described in subparagraph (A) with
respect to a prior building which becones a qualified
| ow-i ncome buil di ng,
shall in no event be treated as a qualified | owincone building
unl ess the project is a qualified | owincone housing project
(wi thout regard to such building) on the date such building is
pl aced in service
(D) Projects with nore than 1 building nust be identified

For purposes of this section, a project shall be treated as
consisting of only 1 building unless, before the close of the
1st cal endar year in the project period (as defined in



subsection (h)(1)(F)(ii)), each building which is (or will be)
part of such project is identified in such formand manner as
the Secretary may provide.
(4) Certain rules made applicable
Par agraphs (2) (other than subparagraph (A) thereof), (3), (4),
(5), (6), and (7) of section 142(d), and section 6652(j), shal
apply for purposes of determ ning whether any project is a
qualified | owincone housing project and whether any unit is a
| ow-i ncome unit; except that, in applying such provisions for
such purposes, the term ' 'gross rent' shall have the nmeaning given
such term by paragraph (2)(B) of this subsection
(5) Election to treat building after conpliance period as not
part of a project
For purposes of this section, the taxpayer nay elect to treat
any building as not part of a qualified | owinconme housing
project for any period beginning after the conpliance period for
such bui |l di ng.
(6) Special rule where de nminins equity contribution
Property shall not be treated as failing to be residentia
rental property for purposes of this section nerely because the
occupant of a residential unit in the project pays (on a
voluntary basis) to the |essor a de minims anount to be held
toward the purchase by such occupant of a residential unit in
such project if -
(A) all anpunts so paid are refunded to the occupant on the
cessation of his occupancy of a unit in the project, and
(B) the purchase of the unit is not permtted until after the
cl ose of the conpliance period with respect to the building in
which the unit is |ocated.
Any anmount paid to the | essor as described in the preceding
sentence shall be included in gross rent under paragraph (2) for
pur poses of determ ning whether the unit is rent- restricted.
(7) Scattered site projects
Bui | di ngs which would (but for their lack of proximity) be
treated as a project for purposes of this section shall be so
treated if all of the dwelling units in each of the buildings are
rent-restricted (within the neaning of paragraph (2)) residentia
rental units.
(h) Limtation on aggregate credit allowable with respect to
projects located in a State
(1) Credit may not exceed credit anpunt allocated to building
(A) In genera
The anmount of the credit deternined under this section for
any taxable year with respect to any building shall not exceed
the housing credit dollar anmpbunt allocated to such building
under this subsection
(B) Time for making allocation
Except in the case of an allocation which neets the
requi renents of subparagraph (C, (D), (E), or (F), an
al l ocation shall be taken into account under subparagraph (A)
only if it is made not later than the close of the cal endar
year in which the building is placed in service
(C) Exception where binding conm tnent
An al location neets the requirenents of this subparagraph if
there is a binding commtment (not l[ater than the close of the
cal endar year in which the building is placed in service) by
the housing credit agency to allocate a specified housing



credit dollar amount to such building beginning in a specified
| ater taxable year.
(D) Exception where increase in qualified basis
(i) I'n genera
An al location neets the requirenments of this subparagraph
if such allocation is made not |ater than the close of the
cal endar year in which ends the taxable year to which it wll
1st apply but only to the extent the anpunt of such
al l ocati on does not exceed the limtation under clause (ii).
(ii) Limtation
The limtation under this clause is the amount of credit
al  owabl e under this section (without regard to this
subsection) for a taxable year with respect to an increase in
the qualified basis of the building equal to the excess of -
(1) the qualified basis of such building as of the close
of the 1lst taxable year to which such allocation wll
apply, over
(I'l') the qualified basis of such building as of the close
of the 1st taxable year to which the npst recent prior
housing credit allocation with respect to such buil ding
appl i ed.
(iii) Housing credit dollar amount reduced by full allocation
Not wi t hstandi ng clause (i), the full anount of the
al l ocation shall be taken into account under paragraph (2).
(E) Exception where 10 percent of cost incurred
(i) I'n genera
An allocation nmeets the requirenments of this subparagraph
if such allocation is made with respect to a qualified
buil ding which is placed in service not |later than the close
of the second cal endar year follow ng the cal endar year in
which the allocation is made.
(ii) Qualified building
For purposes of clause (i), the term'qualified building
means any building which is part of a project if the
t axpayer's basis in such project (as of the close of the
cal endar year in which the allocation is made) is nore than
10 percent of the taxpayer's reasonably expected basis in
such project (as of the close of the second cal endar year
referred to in clause (i)). Such term does not include any
existing building unless a credit is allowable under
subsection (e) for rehabilitation expenditures paid or
incurred by the taxpayer with respect to such building for a
taxabl e year ending during the second cal endar year referred
to in clause (i) or the prior taxable year
(F) Allocation of credit on a project basis
(i) I'n genera
In the case of a project which includes (or will include)
nore than 1 building, an allocation neets the requirements of
this subparagraph if -
(1) the allocation is made to the project for a cal endar
year during the project period,
(I'l')y the allocation only applies to buildings placed in
service during or after the cal endar year for which the
al l ocation is made, and
(I'11) the portion of such allocation which is allocated
to any building in such project is specified not |ater than
the close of the cal endar year in which the building is



pl aced in service
(ii) Project period

For purposes of clause (i), the term ' project period nmeans
the period -

(1) beginning with the 1st cal endar year for which an
all ocation may be nmade for the 1st building placed in
service as part of such project, and

(I'l')y ending with the cal endar year the last building is
pl aced in service as part of such project.

(2) Allocated credit anpunt to apply to all taxable years ending
during or after credit allocation year
Any housing credit dollar anmpount allocated to any building for
any cal endar year -

(A) shall apply to such building for all taxable years in the
conpl i ance period ending during or after such cal endar year
and

(B) shall reduce the aggregate housing credit dollar anmount
of the allocating agency only for such cal endar year

(3) Housing credit dollar amount for agencies
(A) I'n genera

The aggregate housing credit dollar anount which a housing
credit agency may allocate for any cal endar year is the portion
of the State housing credit ceiling allocated under this
par agraph for such cal endar year to such agency.

(B) State ceiling initially allocated to State housing credit
agenci es

Except as provided in subparagraphs (D) and (E), the State
housing credit ceiling for each cal endar year shall be
allocated to the housing credit agency of such State. If there
is more than 1 housing credit agency of a State, all such
agenci es shall be treated as a single agency.

(C) State housing credit ceiling
The State housing credit ceiling applicable to any State for
any cal endar year shall be an amobunt equal to the sum of -
(i) $1.25 nultiplied by the State popul ati on,
(ii) the unused State housing credit ceiling (if any) of
such State for the precedi ng cal endar year
(iii) the amount of State housing credit ceiling returned
in the cal endar year, plus
(iv) the ampbunt (if any) allocated under subparagraph (D)
to such State by the Secretary.
For purposes of clause (ii), the unused State housing credit
ceiling for any cal endar year is the excess (if any) of the sum
of the amounts described in clauses (i) and (iii) over the
aggregate housing credit dollar amunt allocated for such
year. For purposes of clause (iii), the anpunt of State
housing credit ceiling returned in the cal endar year equals the
housi ng credit dollar amount previously allocated within the
State to any project which does not becone a qualified
| ow-i ncome housing project within the period required by this
section or the terns of the allocation or to any project with
respect to which an allocation is cancelled by nutual consent
of the housing credit agency and the allocation recipient.
(D) Unused housing credit carryovers allocated anong certain
St ates
(i) I'n genera
The unused housing credit carryover of a State for any



cal endar year shall be assigned to the Secretary for
al l ocation anmong qualified States for the succeedi ng cal endar
year.
(ii) Unused housing credit carryover
For purposes of this subparagraph, the unused housing
credit carryover of a State for any cal endar year is the
excess (if any) of the unused State housing credit ceiling
for such year (as defined in subparagraph (C)(ii)) over the
excess (if any) of -
(I') the aggregate housing credit dollar anount allocated
for such year, over
(I'1) the sum of the ampunts described in clauses (i) and
(iii) of subparagraph (C)
(iii) Formula for allocation of unused housing credit
carryovers anmong qualified States
The amount al |l ocated under this subparagraph to a qualified
State for any cal endar year shall be the ampunt determ ned by
the Secretary to bear the sanme ratio to the aggregate unused
housing credit carryovers of all States for the preceding
cal endar year as such State's popul ation for the cal endar
year bears to the population of all qualified States for the
cal endar year. For purposes of the precedi ng sentence,
popul ati on shall be determ ned in accordance with section
146(j) .
(iv) Qualified State
For purposes of this subparagraph, the term'qualified
State' neans, with respect to a cal endar year, any State -
(I') which allocated its entire State housing credit
ceiling for the preceding cal endar year, and
(I'1) for which a request is made (not |ater than May 1 of
the cal endar year) to receive an allocation under clause
(iii).
(E) Special rule for States with constitutional honme rule
cities
For purposes of this subsection -
(i) I'n genera
The aggregate housing credit dollar anount for any
constitutional home rule city for any cal endar year shall be
an anount which bears the sane ratio to the State housing
credit ceiling for such cal endar year as -
(1) the popul ation of such city, bears to
(I'l) the population of the entire State.
(ii) Coordination with other allocations
In the case of any State which contains 1 or nore
constitutional home rule cities, for purposes of applying
this paragraph with respect to housing credit agencies in
such State other than constitutional honme rule cities, the
State housing credit ceiling for any cal endar year shall be
reduced by the aggregate housing credit dollar anmounts
determined for such year for all constitutional hone rule
cities in such State.
(iii) Constitutional honme rule city
For purposes of this paragraph, the term'constitutiona
home rule city' has the nmeaning given such term by section
146(d)(3) (O .
(F) State may provide for different allocation
Rules simlar to the rules of section 146(e) (other than



par agraph (2)(B) thereof) shall apply for purposes of this
par agr aph.
(G Popul ation
For purposes of this paragraph, population shall be
determined in accordance with section 146(j).
(4) Credit for buildings financed by tax-exenpt bonds subject to
vol une cap not taken into account
(A) In genera
Par agraph (1) shall not apply to the portion of any credit
al | owabl e under subsection (a) which is attributable to
eligible basis financed by any obligation the interest on which
is exempt fromtax under section 103 if -

(i) such obligation is taken into account under section
146, and

(ii) principal paynents on such financing are applied
within a reasonable period to redeem obligations the proceeds
of which were used to provide such financing.

(B) Special rule where 50 percent or nore of building is
financed with tax-exenpt bonds subject to volune cap
For purposes of subparagraph (A), if 50 percent or nore of
the aggregate basis of any building and the I and on which the
building is located is financed by any obligation described in
subpar agraph (A), paragraph (1) shall not apply to any portion
of the credit allowabl e under subsection (a) with respect to
such bui |l di ng.
(5) Portion of State ceiling set-aside for certain projects
i nvolving qualified nonprofit organizations
(A) In genera
Not nore than 90 percent of the State housing credit ceiling
for any State for any cal endar year shall be allocated to
projects other than qualified | owincome housing projects
descri bed in subparagraph (B).
(B) Projects involving qualified nonprofit organizations
For purposes of subparagraph (A), a qualified | owincone
housi ng project is described in this subparagraph if a
qual i fied nonprofit organization is to own an interest in the
project (directly or through a partnership) and materially
participate (within the meani ng of section 469(h)) in the
devel opnent and operation of the project throughout the
conpl i ance peri od.
(C) Qualified nonprofit organization
For purposes of this paragraph, the term'qualified nonprofit
organi zati on' neans any organi zation if -

(i) such organi zation is described in paragraph (3) or (4)
of section 501(c) and is exenpt fromtax under section
501(a),

(ii) such organization is determ ned by the State housing
credit agency not to be affiliated with or controlled by a
for-profit organization; (FOOTNOTE 4) and

(FOOTNOTE 4) Soin original. The semicolon probably should be a comma.

(iii) 1 of the exenpt purposes of such organization
i ncludes the fostering of |owincone housing.
(D) Treatnent of certain subsidiaries
(i) I'n genera



For purposes of this paragraph, a qualified nonprofit
organi zation shall be treated as satisfying the ownership and
material participation test of subparagraph (B) if any
qualified corporation in which such organi zati on hol ds stock
satisfies such test.

(ii) Qualified corporation
For purposes of clause (i), the term'qualified
corporation' neans any corporation if 100 percent of the
stock of such corporation is held by 1 or nore qualified
nonprofit organizations at all times during the period such
corporation is in existence.
(E) State may not override set-aside

Not hi ng i n subparagraph (F) of paragraph (3) shall be
construed to permt a State not to conply with subparagraph (A)
of this paragraph.

(6) Buildings eligible for credit only if mininmmlong-term

commitnment to | owincone housing
(A) In genera

No credit shall be allowed by reason of this section with
respect to any building for the taxable year unless an extended
| ow-i ncone housing conmitnment is in effect as of the end of
such taxabl e year.
(B) Extended | owincome housing conm t nent

For purposes of this paragraph, the term'extended | owincone
housi ng comm tnent' neans any agreement between the taxpayer
and the housing credit agency -

(i) which requires that the applicable fraction (as defined
in subsection (c)(1)) for the building for each taxable year
in the extended use period will not be less than the
applicable fraction specified in such agreenent and which
prohi bits the actions described in subclauses (1) and (I1) of
subpar agraph (E)(ii),

(ii) which allows individuals who neet the incone
limtation applicable to the building under subsection (g)
(whet her prospective, present, or forner occupants of the
building) the right to enforce in any State court the
requi rement and prohibitions of clause (i),

(iii) which prohibits the disposition to any person of any
portion of the building to which such agreenment applies
unless all of the building to which such agreenent applies is
di sposed of to such person,

(iv) which is binding on all successors of the taxpayer,
and

(v) which, with respect to the property, is recorded
pursuant to State law as a restrictive covenant.

(C) Allocation of credit may not exceed anbunt necessary to
support conm t nent
(i) I'n genera

The housing credit dollar anpbunt allocated to any buil ding
may not exceed the anmpbunt necessary to support the applicable
fraction specified in the extended | owinconme housing
commitnment for such building, including any increase in such
fraction pursuant to the application of subsection (f)(3) if
such increase is reflected in an amended | owi nconme housing
conmi t ment .

(ii) Buildings financed by tax-exenpt bonds
I f paragraph (4) applies to any building the anount of



credit allowed in any taxable year may not exceed the anpunt
necessary to support the applicable fraction specified in the
ext ended | owi ncone housing commtment for such buil ding.
Such conmmi tment nmay be anmended to increase such fraction
(D) Extended use period
For purposes of this paragraph, the term'extended use
period' nmeans the period -

(i) beginning on the 1st day in the conpliance period on
whi ch such building is part of a qualified | owincome housing
proj ect, and

(ii) ending on the later of -

(I') the date specified by such agency in such agreenent,
or
(I'l) the date which is 15 years after the close of the
conpl i ance peri od.
(E) Exceptions if foreclosure or if no buyer willing to
mai ntai n | owinconme status
(i) I'n genera
The extended use period for any building shall term nate -
(I') on the date the building is acquired by foreclosure

(or instrunment in lieu of foreclosure) unless the Secretary

determ nes that such acquisition is part of an arrangenent

with the taxpayer a purpose of which is to terninate such
period, or

(I'l) on the last day of the period specified in
subparagraph (1) if the housing credit agency is unable to
present during such period a qualified contract for the
acquisition of the | owincome portion of the building by

any person who will continue to operate such portion as a

qualified | owincome building.

Subcl ause (I1) shall not apply to the extent nore stringent
requi renents are provided in the agreenent or in State | aw
(ii) Eviction, etc. of existing |owinconme tenants not

permtted

The term nation of an extended use period under clause (i)
shall not be construed to permt before the close of the
3-year period follow ng such ternination -

(I') the eviction or the termnation of tenancy (other
than for good cause) of an existing tenant of any

| ow-i ncome unit, or

(I'l) any increase in the gross rent with respect to such
unit not otherw se permtted under this section

(F) Qualified contract

For purposes of subparagraph (E), the term ' qualified
contract' nmeans a bona fide contract to acquire (within a
reasonabl e period after the contract is entered into) the
nonl ow-i ncome portion of the building for fair market val ue and
the I ow-income portion of the building for an anmount not |ess
than the applicable fraction (specified in the extended
| owi ncome housing comm tment) of -

(i) the sum of -

(1) the outstanding i ndebtedness secured by, or with
respect to, the buil ding,

(I'l') the adjusted investor equity in the building, plus

(I'1l1) other capital contributions not reflected in the
anount s described in subclause (1) or (I1), reduced by

(ii) cash distributions from (or available for distribution



from the project.
The Secretary shall prescribe such regul ations as may be
necessary or appropriate to carry out this paragraph, including
regul ations to prevent the mani pul ati on of the amount
determ ned under the precedi ng sentence.
(G Adjusted investor equity
(i) I'n genera
For purposes of subparagraph (E), the term ' adjusted
i nvestor equity' neans, with respect to any cal endar year
t he aggregate amount of cash taxpayers invested with respect
to the project increased by the anopunt equal to -
(I') such ampbunt, nultiplied by
(1) the cost-of-living adjustment for such cal endar
year, determ ned under section 1(f)(3) by substituting the
base cal endar year for 'cal endar year 1987
An amount shall be taken into account as an investnent in the
project only to the extent there was an obligation to invest
such anount as of the beginning of the credit period and to
the extent such amount is reflected in the adjusted basis of
the project.
(ii) Cost-of-living increases in excess of 5 percent not
taken into account
Under regul ations prescribed by the Secretary, if the CP
for any cal endar year (as defined in section 1(f)(4)) exceeds
the CPI for the preceding cal endar year by nore than 5
percent, the CPlI for the base cal endar year shall be
i ncreased such that such excess shall never be taken into
account under clause (i).
(iii) Base cal endar year
For purposes of this subparagraph, the term'base cal endar
year' neans the cal endar year with or within which the 1st
taxabl e year of the credit period ends.
(H) Lowincome portion
For purposes of this paragraph, the |owinconme portion of a
building is the portion of such building equal to the
applicable fraction specified in the extended | owincone
housi ng conmi tment for the building.
(I') Period for finding buyer
The period referred to in this subparagraph is the 1-year
peri od beginning on the date (after the 14th year of the
conpliance period) the taxpayer submits a witten request to
the housing credit agency to find a person to acquire the
taxpayer's interest in the |lowincone portion of the building.
(J) Effect of nonconpliance
If, during a taxable year, there is a determnation that an
extended | owi ncome housi ng agreenment was not in effect as of
t he begi nning of such year, such determnination shall not apply
to any period before such year and subparagraph (A) shall be
applied without regard to such determnation if the failure is
corrected within 1 year fromthe date of the determ nation.
(K) Projects which consist of nore than 1 building
The application of this paragraph to projects which consist
of nore than 1 building shall be made under regul ations
prescri bed by the Secretary.
(7) Special rules
(A) Building nmust be located within jurisdiction of credit
agency



A housing credit agency nmay allocate its aggregate housing
credit dollar anobunt only to buildings |ocated in the
jurisdiction of the governnental unit of which such agency is a
part.

(B) Agency allocations in excess of |imt

If the aggregate housing credit dollar anpunts allocated by a
housi ng credit agency for any cal endar year exceed the portion
of the State housing credit ceiling allocated to such agency
for such cal endar year, the housing credit dollar anmounts so
al l ocated shall be reduced (to the extent of such excess) for
buildings in the reverse of the order in which the allocations
of such amounts were made
(O Credit reduced if allocated credit dollar anmount is |ess

than credit which would be allowable without regard to
pl aced in service convention, etc.
(i) I'n genera
The anmount of the credit determ ned under this section with

respect to any building shall not exceed the clause (ii)

percentage of the anpunt of the credit which would (but for

thi s subparagraph) be determ ned under this section with
respect to such building.

(ii) Determ nation of percentage

For purposes of clause (i), the clause (ii) percentage with
respect to any building is the percentage which -
(1) the housing credit dollar amount allocated to such
bui l di ng bears to
(I'l) the credit amount determined in accordance with
clause (iii).
(iii) Determination of credit anount
The credit anmount determined in accordance with this clause
is the amount of the credit which would (but for this
subpar agr aph) be determ ned under this section with respect
to the building if -
(1) this section were applied without regard to
par agraphs (2)(A) and (3)(B) of subsection (f), and
(I'l) subsection (f)(3)(A) were applied without regard to
'the percentage equal to 2/3 of'.
(D) Housing credit agency to specify applicable percentage and
maxi mum qual i fi ed basis

In allocating a housing credit dollar anount to any buil ding,
the housing credit agency shall specify the applicable
percentage and the nmaxi num qualified basis which may be taken
into account under this section with respect to such buil ding.
The applicabl e percentage and maxi mum qualified basis so
speci fied shall not exceed the applicable percentage and
qual i fied basis determ ned under this section without regard to
this subsecti on.

(c)(8) Other definitions
For purposes of this subsection -

(©)(8)(A) Housing credit agency



The term "housing credit agency' means any agency authorized to carry out this
subsection.

(©)(8)(B) Possessions treated as States

The term 'State’ includes a possession of the United States.

(i) Definitions and special rules

For purposes of this section -

(1) Conpliance period
The term ' conpliance period neans, with respect to any

buil ding, the period of 15 taxable years beginning with the 1st

taxabl e year of the credit period with respect thereto.

(2) Determination of whether building is federally subsidized
(A) In genera

Except as otherwi se provided in this paragraph, for purposes
of subsection (b)(1), a new building shall be treated as
federal ly subsidized for any taxable year if, at any tine
during such taxabl e year or any prior taxable year, there is or
was out standi ng any obligation the interest on which is exenpt
fromtax under section 103, or any bel ow market Federal | oan
the proceeds of which are or were used (directly or indirectly)
with respect to such building or the operation thereof.
(B) Election to reduce eligible basis by bal ance of |oan or
proceeds of obligations
A | oan or tax-exenpt obligation shall not be taken into
account under subparagraph (A) if the taxpayer elects to
exclude fromthe eligible basis of the building for purposes of
subsection (d) -
(i) in the case of a loan, the principal amunt of such
| oan, and
(ii) in the case of a tax-exenpt obligation, the proceeds
of such obligation.
(C) Special rule for subsidized construction financing

Subpar agraph (A) shall not apply to any tax-exenpt obligation
or bel ow nmarket Federal |oan used to provide construction
financing for any building if -
(i) such obligation or Ioan (when issued or nade)
identified the building for which the proceeds of such
obligation or |oan would be used, and
(ii) such obligation is redeened, and such loan is repaid,
before such building is placed in service.
(D) Bel ow market Federal |oan

For purposes of this paragraph, the term ' bel ow narket
Federal |oan' means any | oan funded in whole or in part with
Federal funds if the interest rate payable on such loan is |ess
than the applicable Federal rate in effect under section
1274(d) (1) (as of the date on which the | oan was made). Such
term shall not include any | oan which would be a bel ow market
Federal |oan solely by reason of assistance provided under
section 106, 107, or 108 of the Housing and Comrunity
Devel opnent Act of 1974 (as in effect on the date of the
enactnent of this sentence).

(3) Lowincome unit

(A) I'n genera



The term 'l owincome unit' neans any unit in a building if -
(i) such unit is rent-restricted (as defined in subsection
(9)(2)), and
(ii) the individuals occupying such unit neet the inconme
limtation applicable under subsection (g)(1l) to the project
of which such building is a part.
(B) Exceptions
(i) I'n genera
A unit shall not be treated as a | owinconme unit unless the

unit is suitable for occupancy and used other than on a

transi ent basis.

(ii) Suitability for occupancy

For purposes of clause (i), the suitability of a unit for
occupancy shall be determ ned under regul ati ons prescri bed by
the Secretary taking into account |ocal health, safety, and
bui | di ng codes.

(iii) Transitional housing for honel ess

For purposes of clause (i), a unit shall be considered to
be used other than on a transient basis if the unit contains
sl eepi ng accommodati ons and kitchen and bathroom facilities
and is located in a building -

(1) which is used exclusively to facilitate the
transition of honeless individuals (within the nmeani ng of
section 103 of the Stewart B. MKinney Honel ess Assi stance
Act (42 U.S.C. 11302), as in effect on the date of the
enactnent of this clause) to independent living within 24
nont hs, and

(I'l) in which a governnmental entity or qualified
nonprofit organization (as defined in subsection (h)(5))
provi des such individuals with tenporary housi ng and
supportive services designed to assist such individuals in
| ocating and retaining pernmanent housing.

v) Single-room occupancy units

For purposes of clause (i), a single-roomoccupancy unit
shall not be treated as used on a transient basis nerely
because it is rented on a nonth-by-nonth basis.

(C) Special rule for buildings having 4 or fewer units

In the case of any building which has 4 or fewer residentia
rental units, no unit in such building shall be treated as a
| ow-income unit if the units in such building are owned by -

(i) any individual who occupies a residential unit in such
bui | di ng, or

(ii) any person who is related (as defined in subsection

(d)(2)(D)(iii)) to such individual
(D) Certain students not to disqualify unit

A unit shall not fail to be treated as a | owinconme unit
merely because it is occupied by an individual who is -

(i) a student and receiving assistance under title IV of
the Social Security Act, or

(ii) enrolled in a job training programreceivVing

assi stance under the Job Training Partnership Act or under

other simlar Federal, State, or |ocal |aws.

(E) Owner-occupi ed buil dings having 4 or fewer units eligible
for credit where devel opnent pl an

(i) I'n genera

Subpar agraph (C) shall not apply to the acquisition or
rehabilitation of a building pursuant to a devel opment plan

(



of action sponsored by a State or | ocal government or a
qual i fied nonprofit organization (as defined in subsection
(h)(5)(9).

(ii) Limtation on credit

In the case of a building to which clause (i) applies, the
applicable fraction shall not exceed 80 percent of the unit
fraction.

(iii) Certain unrented units treated as owner-occupied

In the case of a building to which clause (i) applies, any
unit which is not rented for 90 days or nore shall be treated
as occupi ed by the owner of the building as of the 1st day it
is not rented.

(4) New buil di ng

The term ' new building' neans a building the original use of
whi ch begins with the taxpayer.
(5) Existing building

The term 'existing building'" neans any building which is not a
new bui | di ng.
(6) Application to estates and trusts

In the case of an estate or trust, the anount of the credit
determ ned under subsection (a) and any increase in tax under
subsection (j) shall be apportioned between the estate or trust
and the beneficiaries on the basis of the incone of the estate or
trust allocable to each
(7) Inpact of tenant's right of 1st refusal to acquire property

(A) In genera

No Federal incone tax benefit shall fail to be allowable to
the taxpayer with respect to any qualified | owincome building
merely by reason of a right of 1st refusal held by the tenants
(in cooperative formor otherw se) or resident nmanagenent
corporation of such building or by a qualified nonprofit
organi zation (as defined in subsection (h)(5)(C)) or governnent
agency to purchase the property after the close of the
conpliance period for a price which is not |less than the
m ni mum purchase price determ ned under subparagraph (B).

(B) M nimum purchase price

For purposes of subparagraph (A), the nininmum purchase price
under this subparagraph is an amount equal to the sum of -

(i) the principal amunt of outstanding i ndebtedness
secured by the building (other than indebtedness incurred
within the 5-year period ending on the date of the sale to
the tenants), and

(ii) all Federal, State, and local taxes attributable to
such sal e.

Except in the case of Federal incone taxes, there shall not be
taken into account under clause (ii) any additional tax
attributable to the application of clause (ii).
(j) Recapture of credit
(1) In genera
If -

(A) as of the close of any taxable year in the conpliance
period, the anopunt of the qualified basis of any building with
respect to the taxpayer is less than

(B) the anmpunt of such basis as of the close of the preceding
t axabl e year,

then the taxpayer's tax under this chapter for the taxable year
shal |l be increased by the credit recapture anount.



(2) Credit recapture anount
For purposes of paragraph (1), the credit recapture anount is
an anmount equal to the sum of -
(A) the aggregate decrease in the credits allowed to the
t axpayer under section 38 for all prior taxable years which
woul d have resulted if the accelerated portion of the credit
al l omabl e by reason of this section were not allowed for al
prior taxable years with respect to the excess of the anopunt
descri bed in paragraph (1)(B) over the ampunt described in
par agraph (1)(A), plus
(B) interest at the overpaynent rate established under
section 6621 on the amount determ ned under subparagraph (A)
for each prior taxable year for the period begi nning on the due
date for filing the return for the prior taxable year involved.
No deduction shall be allowed under this chapter for interest
descri bed in subparagraph (B).
(3) Accelerated portion of credit

For purposes of paragraph (2), the accelerated portion of the
credit for the prior taxable years with respect to any amount of
basis is the excess of -

(A) the aggregate credit allowed by reason of this section
(without regard to this subsection) for such years with respect
to such basis, over

(B) the aggregate credit which woul d be all owabl e by reason
of this section for such years with respect to such basis if
the aggregate credit which would (but for this subsection) have
been allowabl e for the entire conpliance period were all owable
ratably over 15 years.

(4) Special rules
(A) Tax benefit rule

The tax for the taxable year shall be increased under
paragraph (1) only with respect to credits allowed by reason of
this section which were used to reduce tax liability. 1In the
case of credits not so used to reduce tax liability, the
carryforwards and carrybacks under section 39 shall be
appropriately adjusted.

(B) Only basis for which credit allowed taken into account

Qualified basis shall be taken into account under paragraph
(1)(B) only to the extent such basis was taken into account in
determining the credit under subsection (a) for the preceding
taxabl e year referred to in such paragraph.

(C) No recapture of additional credit allowable by reason of
subsection (f)(3)

Par agraph (1) shall apply to a decrease in qualified basis
only to the extent such decrease exceeds the amount of
qualified basis with respect to which a credit was all owabl e
for the taxable year referred to in paragraph (1) (B) by reason
of subsection (f)(3).

(D) No credits against tax

Any increase in tax under this subsection shall not be
treated as a tax inposed by this chapter for purposes of
determ ning the amobunt of any credit under subpart A, B, D, or
G of this part.

(E) No recapture by reason of casualty |oss

The increase in tax under this subsection shall not apply to
a reduction in qualified basis by reason of a casualty loss to
the extent such loss is restored by reconstruction or



repl acenent within a reasonabl e period established by the
Secretary.
(F) No recapture where de minims changes in floor space
The Secretary may provide that the increase in tax under this
subsection shall not apply with respect to any building if -
(i) such increase results froma de mnims change in the
fl oor space fraction under subsection (c)(1), and
(ii) the building is a qualified | owincone building after
such change
(5) Certain partnerships treated as the taxpayer
(A) I'n genera
For purposes of applying this subsection to a partnership to
whi ch this paragraph applies -
(i) such partnership shall be treated as the taxpayer to
which the credit allowable under subsection (a) was all owed,
(ii) the amount of such credit allowed shall be treated as
t he amobunt whi ch woul d have been allowed to the partnership
were such credit allowable to such partnership,
(iii) paragraph (4)(A) shall not apply, and
(iv) the anpunt of the increase in tax under this
subsection for any taxable year shall be allocated anong the
partners of such partnership in the same manner as such
partnership's taxable income for such year is allocated anpng
such partners.
(B) Partnerships to which paragraph applies
Thi s paragraph shall apply to any partnership which has 35 or
nore partners unless the partnership elects not to have this
par agr aph apply.
(C) Special rules
(i) Husband and wife treated as 1 partner
For purposes of subparagraph (B)(i), a husband and wife
(and their estates) shall be treated as 1 partner.
(ii) Election irrevocable
Any el ection under subparagraph (B), once nade, shall be
i rrevocabl e.
(6) No recapture on disposition of building (or interest therein)
where bond posted
In the case of a disposition of a building or an interest
therein, the taxpayer shall be discharged fromliability for any
additional tax under this subsection by reason of such
di sposition if -
(A) the taxpayer furnishes to the Secretary a bond in an
anount satifactory (FOOTNOTE 5) to the Secretary and for the
period required by the Secretary, and

(FOOTNOTE 5) Soin original. Probably should be 'satisfactory'.

(B) it is reasonably expected that such building wll
continue to be operated as a qualified | owincone building for
the remaining conpliance period with respect to such buil ding.

(k) Application of at-risk rules
For purposes of this section -
(1) In genera
Except as otherwi se provided in this subsection, rules sinlar
to the rules of section 49(a)(1) (other than subparagraphs
(D)(ii)(lIl) and (D) (iv)(l) thereof), section 49(a)(2), and



section 49(b) (1) shall apply in determining the qualified basis
of any building in the sane manner as such sections apply in
determ ning the credit base of property.
(2) Special rules for determ ning qualified person
For purposes of paragraph (1) -
(A) In genera
If the requirenments of subparagraphs (B), (C), and (D) are
met with respect to any financing borrowed froma qualified
nonprofit organization (as defined in subsection (h)(5)), the
determ nati on of whether such financing is qualified comrercia
financing with respect to any qualified | owinconme building
shal | be made wi thout regard to whether such organization -

(i) is actively and regularly engaged in the business of
| endi ng noney, or

(ii) is a person described in section 49(a)(1)(D)(iv)(ll).

(B) Financing secured by property

The requirenments of this subparagraph are met with respect to
any financing if such financing is secured by the qualified
| ow-i ncome buil ding, except that this subparagraph shall not
apply in the case of a federally assisted building described in
subsection (d)(6)(B) if -

(i) a security interest in such building is not permtted
by a Federal agency holding or insuring the nortgage secured
by such buil ding, and

(ii) the proceeds fromthe financing (if any) are applied
to acquire or inprove such building.. (FOOTNOTE 6)

(FOOTNOTE 6) Soin original.

(C) Portion of building attributable to financing
The requirements of this subparagraph are met with respect to
any financing for any taxable year in the conpliance period if,
as of the close of such taxable year, not nore than 60 percent
of the eligible basis of the qualified |lowincone building is
attributable to such financing (reduced by the principal and
i nterest of any governnmental financing which is part of a
wr ap- around nortgage involving such financing).
(D) Repaynent of principal and interest
The requirements of this subparagraph are met with respect to
any financing if such financing is fully repaid on or before
the earliest of -
(i) the date on which such financing matures,
(ii) the 90th day after the close of the conpliance period
with respect to the qualified | owincone building, or
(iii) the date of its refinancing or the sale of the
buil ding to which such financing rel ates.
In the case of a qualified nonprofit organi zati on which is not
described in section 49(a)(1)(D)(iv)(ll) with respect to a
buil ding, clause (ii) of this subparagraph shall be applied as
if the date described therein were the 90th day after the
earlier of the date the building ceases to be a qualified
| ow-i ncome building or the date which is 15 years after the
close of a conpliance period with respect thereto.
(3) Present value of financing
If the rate of interest on any financing described in paragraph
(2)(A) is less than the rate which is 1 percentage point bel ow



the applicable Federal rate as of the time such financing is
incurred, then the qualified basis (to which such financing
rel ates) of the qualified |owincone building shall be the
present val ue of the anpbunt of such financing, using as the
di scount rate such applicable Federal rate. For purposes of the
precedi ng sentence, the rate of interest on any financing shal
be determined by treating interest to the extent of governnent
subsi di es as not payabl e.
(4) Failure to fully repay

(A) In genera

To the extent that the requirements of paragraph (2)(D) are
not nmet, then the taxpayer's tax under this chapter for the
taxabl e year in which such failure occurs shall be increased by
an anmount equal to the applicable portion of the credit under
this section with respect to such building, increased by an
anount of interest for the period -

(i) beginning with the due date for the filing of the
return of tax inposed by chapter 1 for the 1st taxable year
for which such credit was all owable, and

(ii) ending with the due date for the taxable year in which
such failure occurs,

determ ned by using the underpaynent rate and nethod under
section 6621.
(B) Applicable portion

For purposes of subparagraph (A), the term'applicable
portion' neans the aggregate decrease in the credits allowed to
a taxpayer under section 38 for all prior taxable years which
woul d have resulted if the eligible basis of the building were
reduced by the amount of financing which does not neet
requi rements of paragraph (2)(D)

(C) Certain rules to apply
Rules simlar to the rules of subparagraphs (A) and (D) of
subsection (j)(4) shall apply for purposes of this subsection.
(I') Certifications and other reports to Secretary
(1) Certification with respect to 1st year of credit period
Foll owi ng the close of the 1st taxable year in the credit
period with respect to any qualified | owincome building, the
t axpayer shall certify to the Secretary (at such tinme and in such
formand in such manner as the Secretary prescribes) -

(A) the taxable year, and cal endar year, in which such
bui | di ng was pl aced in service,

(B) the adjusted basis and eligible basis of such building as
of the close of the 1st year of the credit period,

(C) the maximum applicabl e percentage and qualified basis
permtted to be taken into account by the appropriate housing
credit agency under subsection (h),

(D) the election made under subsection (g) with respect to
the qualified | owincone housing project of which such building
is a part, and

(E) such other information as the Secretary may require.

In the case of a failure to nmake the certification required by
the precedi ng sentence on the date prescribed therefor, unless it
is shown that such failure is due to reasonabl e cause and not to
wi |l ful neglect, no credit shall be allowable by reason of
subsection (a) with respect to such building for any taxable year
endi ng before such certification is made.

(2) Annual reports to the Secretary



The Secretary may require taxpayers to submit an information
return (at such time and in such form and manner as the Secretary
prescri bes) for each taxable year setting forth -

(A) the qualified basis for the taxable year of each
qualified |l owincone building of the taxpayer,
(B) the information described in paragraph (1)(C) for the
t axabl e year, and
(C) such other information as the Secretary nmay require.
The penalty under section 6652(j) shall apply to any failure to
subnmit the return required by the Secretary under the preceding
sentence on the date prescribed therefor
(3) Annual reports from housing credit agencies

Each agency which allocates any housing credit anmobunt to any
buil ding for any cal endar year shall subnmt to the Secretary (at
such time and in such manner as the Secretary shall prescribe) an
annual report specifying -

(A) the anpunt of housing credit anpunt allocated to each
buil ding for such year
(B) sufficient information to identify each such building and
the taxpayer with respect thereto, and
(OGO such other information as the Secretary may require.
The penalty under section 6652(j) shall apply to any failure to
submt the report required by the preceding sentence on the date
prescribed therefor
(m Responsibilities of housing credit agencies
(1) Plans for allocation of credit anmong projects
(A) In genera
Not wi t hst andi ng any ot her provision of this section, the
housing credit dollar anount with respect to any building shal
be zero unless -

(i) such amobunt was all ocated pursuant to a qualified
all ocation plan of the housing credit agency which is
approved by the governnental unit (in accordance with rules
simlar to the rules of section 147(f)(2) (other than
subpar agraph (B)(ii) thereof)) of which such agency is a
part, and

(ii) such agency notifies the chief executive officer (or
the equivalent) of the local jurisdiction within which the
building is | ocated of such project and provides such
i ndi vidual a reasonabl e opportunity to comrent on the
proj ect.

(B) Qualified allocation plan

For purposes of this paragraph, the term'qualified

al l ocation plan' neans any plan -

(i) which sets forth selection criteria to be used to
determ ne housing priorities of the housing credit agency
whi ch are appropriate to | ocal conditions,

(ii) which also gives preference in allocating housing
credit dollar anmounts anong sel ected projects to -

(1) projects serving the |lowest income tenants, and
(I'l') projects obligated to serve qualified tenants for
the | ongest periods, and

(iii) which provides a procedure that the agency (or an
agent or other private contractor of such agency) will follow
in nmonitoring for nonconpliance with the provisions of this
section and in notifying the Internal Revenue Service of such
nonconpl i ance whi ch such agency becones aware of.



(C) Certain selection criteria nmust be used
The selection criteria set forth in a qualified allocation
pl an nust include
(i) project location,
(ii) housing needs characteristics,
(iii) project characteristics,
(iv) sponsor characteristics,
(v) participation of |ocal tax-exenpt organizations,
(vi) tenant popul ations with special housing needs, and
(vii) public housing waiting lists.
(D) Application to bond financed projects
Subsection (h)(4) shall not apply to any project unless the
project satisfies the requirenents for allocation of a housing
credit dollar amobunt under the qualified allocation plan
applicable to the area in which the project is |ocated.
(2) Credit allocated to building not to exceed anpunt necessary
to assure project feasibility
(A) In genera
The housing credit dollar anobunt allocated to a project shal
not exceed the anmount the housing credit agency determ nes is
necessary for the financial feasibility of the project and its
viability as a qualified | owincone housing project throughout
the credit period.
(B) Agency eval uation
In meki ng the determ nati on under subparagraph (A), the
housi ng credit agency shall consider -
(i) the sources and uses of funds and the total financing
pl anned for the project,
(ii) any proceeds or receipts expected to be generated by
reason of tax benefits, and
(iii) the percentage of the housing credit dollar anmount
used for project costs other than the cost of internediaries.
Clause (iii) shall not be applied so as to inpede the
devel opnent of projects in hard-to-devel op areas. Such a
deternmi nation shall not be construed to be a representation or
warranty as to the feasibility or viability of the project.
(C) Determ nation made when credit anount applied for and when
buil ding placed in service
(i) I'n genera
A determ nati on under subparagraph (A) shall be nade as of
each of the follow ng tines:
(1) The application for the housing credit dollar anpunt.
(I'l')y The allocation of the housing credit dollar anmount.
(I'l'l) The date the building is placed in service.
(ii) Certification as to anount of other subsidies
Prior to each deternination under clause (i), the taxpayer
shall certify to the housing credit agency the full extent of
all Federal, State, and |ocal subsidies which apply (or which
the taxpayer expects to apply) with respect to the building.
(D) Application to bond financed projects
Subsection (h)(4) shall not apply to any project unless the
governnmental unit which issued the bonds (or on behal f of which
the bonds were issued) makes a determ nation under rules
simlar to the rules of subparagraphs (A) and (B).
(n) Regul ations
The Secretary shall prescribe such regul ations as may be
necessary or appropriate to carry out the purposes of this section



i ncludi ng regul ations -
(1) dealing with -

(A) projects which include nmore than 1 building or only a
portion of a building,

(B) buildings which are placed in service in portions,

(2) providing for the application of this section to short
t axabl e years,

(3) preventing the avoi dance of the rules of this section, and

(4) providing the opportunity for housing credit agencies to
correct administrative errors and om ssions with respect to
al l ocations and record keeping within a reasonable period after
their discovery, taking into account the availability of
regul ati ons and other admninistrative guidance fromthe Secretary.

(o) Term nation

(1) In genera

Except as provided in paragraph (2), for any cal endar year
after 1991 -

(A) clause (i) of subsection (h)(3)(C) shall not apply, and

(B) subsection (h)(4) shall not apply to any building placed
in service after 1991.

(2) Exception for bond-financed buildings in progress
For purposes of paragraph (1)(B), a building shall be treated
as placed in service before 1992 if -

(A) the bonds with respect to such building are issued before
1992,

(B) the taxpayer's basis in the project (of which the
building is a part) as of Decenber 31, 1991, is nore than 10
percent of the taxpayer's reasonably expected basis in such
project as of Decenber 31, 1993, and

(C) such building is placed in service before January 1,

1994.
(Added Pub. L. 99-514, title Il, Sec. 252(a), Oct. 22, 1986, 100
Stat. 2189, and anended Pub. L. 99-509, title VIII, Sec. 8072(a),

Oct. 21, 1986, 100 Stat. 1964; Pub. L. 100-647, title I, Sec.
1002(1)(1)-(25), (32), 1007(g)(3)(B), title IV, Sec. 4003(a),
(b)(1), (3), 4004(a), Nov. 10, 1988, 102 Stat. 3373-3381, 3435,
3643, 3644; Pub. L. 101-239, title VII, Sec. 7108(a)(1),
(b)-(e)(2), (f)-(m, (n)(2)-(q), 7811(a), 7831(c),
7841(d)(13)-(15), Dec. 19, 1989, 103 Stat. 2306-2321, 2406, 2426,
2429; Pub. L. 101-508, title XI, Sec. 11407(a)(1), (b)(1)-(9),
11701(a) (1)-(3)(A), (4), (5)(A), (6)-(10), 11812(b)(3),
11813(b)(3), Nov. 5, 1990, 104 Stat. 1388-474, 1388-475, 1388-505
to 1388-507, 1388-535, 1388-551.)

REFTEXT

ReferencesIn Text



Section 8 of the United States Housing Act of 1937, referred to in subsecs. (¢)(2),
(d)(6)(B)(i), and (9)(2)(B), is classified to section 1437f of Title 42, The Public Health
and Welfare. Section 8(e)(2) of the Act was repealed by Pub. L. 101-625, title |1, Sec.
289(b)(1), Nov. 28, 1990, 104 Stat. 4128, effective Oct. 1, 1991, but to remain in effect
with respect to single room occupancy dwellings as authorized by subchapter 1V (Sec.
11361 et seq.) of chapter 119 of Title 42. See section 12839(b) of Title 42.

The Stewart B. McKinney Homeless Assistance Act of 1988, referred to in subsec. (¢)(2),
probably means the Stewart B. McKinney Homeless Assistance Act, Pub. L. 100-77, July
22,1987, 101 Stat. 482, as amended, which is classified principally to chapter 119 (Sec.
11301 et seq.) of Title 42. For complete classification of this Act to the Code, see Short
Title note set out under section 11301 of Title 42 and Tables.

The date of the enactment of this sentence, referred to in subsec. (€)(2), is the date of the
enactment of Pub. L. 101-508, which was approved Nov. 5, 1990.

Section 201(a) of the Tax Reform Act of 1986, referred to in subsec. (c)(2)(B), is section
201(a) of Pub. L. 99-514, which amended section 168 of thistitle generally.

The date of the enactment of the Tax Reform Act of 1986, referred to in subsec.
(D)D) (1), (6)(B), isthe date of enactment of Pub. L. 99-514, which was approved
Oct. 22, 1986.

The date of the enactment of the Revenue Reconciliation Act of 1990, referred to in
subsec. (d)(2)(D)(i)(1), (5)(B), isthe date of the enactment of Pub. L. 101-508, which was
approved Nov. 5, 1990.

Sections 221(d)(3) and 236 of the National Housing Act, referred to in subsec.
(d)(6)(B)(ii), are classified to sections 1715I(d)(3) and 171521, respectively, of Title 12,
Banks and Banking.

Sections 515 and 502(c) of the Housing Act of 1949, referred to in subsecs. (d)(6)(B)(iii),
(C)(i) and (g)(2)(B)(iv), are classified to sections 1485 and 1472(c), respectively, of Title
42, The Public Health and Welfare.

The Emergency Low Income Housing Preservation Act of 1987, referred to in subsec.
(d)(6)(C)(i), now the Low-Income Housing Preservation and Resident Homeownership
Act of 1990, istitle I of Pub. L. 100-242, Feb. 5, 1988, 101 Stat. 1877, as amended.
Subtitle B of title 11, which was formerly set out as a note under section 1715| of Title 12,
Banks and Banking, and which amended section 171526 of Title 12, was amended
generally by Pub. L. 101-625 and is classified to chapter 42 (Sec. 4101 et seq.) of Title
12. For complete classification of this Act to the Code, see Short Title note set out under
section 4101 of Title 12 and Tables.

Section 3 of the Federa Deposit Insurance Act, referred to in subsec. (d)(6)(D), is
classified to section 1813 of Title 12.



The date of the enactment of this subparagraph, referred to in subsec. (g)(2)(E), is the
date of enactment of Pub. L. 100-647, which was approved Nov. 10, 1988.

Sections 106, 107, and 108 of the Housing and Community Development Act of 1974 (as
in effect on the date of the enactment of this sentence), referred to in subsec. (i)(2)(D),
are classified to sections 5306, 5307, and 5308 of Title 42, The Public Health and
Weélfare, asin effect on the date of enactment of Pub. L. 101-239, which was approved
Dec. 19, 1989.

The date of the enactment of this clause, referred to in subsec. (i)(3)(B)(iii)(l), is date of
enactment of Pub. L. 101-239, which was approved Dec. 19, 1989.

The Socia Security Act, referred to in subsec. (i)(3)(D)(i), is act Aug. 14, 1935, ch. 531,
49 Stat. 620, as amended. Title IV of the Act is classified generally to subchapter 1V
(Sec. 601 et seq.) of chapter 7 of Title 42, The Public Health and Welfare. For complete
classification of this Act to the Code, see section 1305 of Title 42 and Tables.

The Job Training Partnership Act, referred to in subsec. (i)(3)(D)(ii), is Pub. L. 97-300,
Oct. 13, 1982, 96 Stat. 1322, which is classified generally to chapter 19 (Sec. 1501 et
seq.) of Title 29, Labor. For complete classification of this Act to the Code, see Short
Title note set out under section 1501 of Title 29 and Tables.

MISC2

Prior Provisions

A prior section 42, added Pub. L. 94-12, title |1, Sec. 203(a), Mar. 29, 1975, 89 Stat. 29,
and amended Pub. L. 94-164, Sec. 3(a)(1), Dec. 23, 1975, 89 Stat. 972; Pub. L. 94-455,
title 1V, Sec. 401(a)(2)(A), (B), title V, Sec. 503(b)(4), title XIX, Sec. 1906(b)(13)(A),
Oct. 4, 1976, 90 Stat. 1555, 1562, 1834; Pub. L. 95-30, title I, Sec. 101(c), May 23, 1977,
91 Stat. 132, which related to the general tax credit allowed to individuals in an amount
equal to the greater of (1) 2% of taxable income not exceeding $9,000 or (2) $35
multiplied by each exemption the taxpayer was entitled to, expired Dec. 31, 1978
pursuant to the terms of: (1) Pub. L. 94-12, Sec. 209(a) as amended by Pub. L. 94-164,
Sec. 2(e), set out as an Effective and Termination Dates of 1975 Amendment note under
section 56 of thistitle; (2) Pub. L. 94-164, Sec. 3(b) as amended by Pub. L. 94-455, Sec.
401(a)(1) and Pub. L. 95-30, Sec. 103(a); and (3) Pub. L. 94-455, Sec. 401(e), as
amended by Pub. L. 95-30, Sec. 103(c) and Pub. L. 95-600, title I, Sec. 103(b), Nov. 6,
1978, 92 Stat. 2771, set out as an Effective and Termination Dates of 1976 Amendment
note under section 32 of thistitle.

Another prior section 42 was renumbered section 35 of thistitle.

Amendments



1990 - Subsec. (b)(1). Pub. L. 101-508, Sec. 11701(a)(1)(B),
struck out at end 'A building shall not be treated as described in
subpar agraph (B) if, at any time during the credit period, noderate
rehabilitation assistance is provided with respect to such building
under section 8(e)(2) of the United States Housing Act of 1937.°

Subsec. (c)(2). Pub. L. 101-508, Sec. 11701(a)(1)(A), inserted at
end ' Such term does not include any building with respect to which
noderate rehabilitation assistance is provided, at any tine during
the conpliance period, under section 8(e)(2) of the United States
Housi ng Act of 1937.°'

Pub. L. 101-508, Sec. 11407(b)(5)(A), inserted before period at
end of | ast sentence '(other than assistance under the Stewart B
McKi nney Honel ess Assi stance Act of 1988 (as in effect on the date
of the enactnment of this sentence))'.

Subsec. (d)(2)(D)(i)(l). Pub. L. 101-508, Sec. 11812(b)(3),
inserted '(as in effect on the day before the date of the enactnent
of the Revenue Reconciliation Act of 1990)' after 'section 167(k)."

Subsec. (d)(2)(D)(ii)(V). Pub. L. 101-508, Sec. 11407(b)(8),
added subcl. (V).

Subsec. (d)(5)(B). Pub. L. 101-508, Sec. 11812(b)(3), inserted
"(as in effect on the day before the date of the enactnment of the
Revenue Reconciliation Act of 1990)' after 'section 167(k).’

Subsec. (d)(5)(CQ)(ii)(l). Pub. L. 101-508, Sec. 11407(b)(4),
inserted at end 'If the Secretary of Housing and Urban Devel opnent
determi nes that sufficient data for any period are not available to
apply this clause on the basis of census tracts, such Secretary
shall apply this clause for such period on the basis of enumeration
districts.'

Pub. L. 101-508, Sec. 11701(a)(2)(B), inserted before period at
end 'for such year'.

Pub. L. 101-508, Sec. 11701(a)(2)(A), which directed the
insertion of '"which is designated by the Secretary of Housing and
Urban Devel opnent and, for the nobst recent year for which census
data are avail able on household incone in such tract,' after
'census tract', was executed by naking the insertion after 'any
census tract' to reflect the probable intent of Congress.

Subsec. (g)(2)(B)(iv). Pub. L. 101-508, Sec. 11407(b)(3), added
cl. (iv).

Subsec. (g)(2)(D)(i). Pub. L. 101-508, Sec. 11701(a)(3)(A),

i nserted before period at end 'and such unit continues to be
rent-restricted

Subsec. (g)(2)(D)(ii). Pub. L. 101-508, Sec. 11701(a)(4),
inserted at end 'In the case of a project described in section
142(d) (4)(B), the preceding sentence shall be applied by
substituting '170 percent' for '140 percent' and by substituting
"any lowinconme unit in the building is occupied by a new resi dent
whose i ncone exceeds 40 percent of area nedian gross inconme' for
"any residential unit in the building (of a size conparable to, or
smal | er than, such unit) is occupied by a new resident whose incone
exceeds such incone limtation'.'

Subsec. (g)(3)(A). Pub. L. 101-508, Sec. 11701(a)(5)(A),
substituted 'the 1st year of the credit period for such building
for '"the 12-nonth period beginning on the date the building is
pl aced in service'

Subsec. (h)(3)(C). Pub. L. 101-508, Sec. 11701(a)(6)(A),
substituted 'the sum of the anpunts described in clauses (i) and
(iii)" for '"the anount described in clause (i)' in second sentence.



Subsec. (h)(3)(D)(ii)(ll). Pub. L. 101-508, Sec. 11701(a)(6)(B),
substituted 'the sum of the anpunts described in clauses (i) and
(iii)" for "the ampunt described in clause (i)'.

Subsec. (h)(5)(B). Pub. L. 101-508, Sec. 11407(b)(9)(A), inserted
'own an interest in the project (directly or through a partnership)
and' after 'nonprofit organization is to'

Subsec. (h)(5)(CO (i) to (iii). Pub. L. 101-508, Sec.

11407(b) (9)(B), added cl. (ii) and redesignated forner cl. (ii) as
(iii).

Subsec. (h)(5)(D)(i). Pub. L. 101-508, Sec. 11407(b)(9) (0O
i nserted 'ownership and' before 'material participation'.

Subsec. (h)(6)(B)(i). Pub. L. 101-508, Sec. 11701(a)(7)(A),

i nserted before comma at end 'and which prohibits the actions
described in subclauses (1) and (I1) of subparagraph (E)(ii)".

Subsec. (h)(6)(B)(ii). Pub. L. 101-508, Sec. 11701(a)(7)(B),
substituted 'requirenment and prohibitions' for 'requirenent’'.

Subsec. (h)(6)(B)(iii) to (v). Pub. L. 101-508, Sec.

11701(a) (8)(A), added cl. (iii) and redesignated former cls. (iii)
and (iv) as (iv) and (v), respectively.

Subsec. (h)(6)(E)(i)(l). Pub. L. 101-508, Sec. 11701(a)(9),

i nserted before comma 'unless the Secretary determ nes that such
acquisition is part of an arrangenent with the taxpayer a purpose
of which is to term nate such period'

Subsec. (h)(6)(E)(ii)(Il). Pub. L. 101-508, Sec. 11701(a)(8) (0O
i nserted before period at end 'not otherwi se permtted under this
section'.

Subsec. (h)(6)(F). Pub. L. 101-508, Sec. 11701(a)(8)(D), inserted
"the nonl owincome portion of the building for fair market val ue
and' before 'the |owincone portion' in introductory provisions.

Subsec. (h)(6)(J) to (L). Pub. L. 101-508, Sec. 11701(a)(8)(B),
redesi gnat ed subpars. (K) and (L) as (J) and (K), respectively, and
struck out fornmer subpar. (J) which related to sales of |ess than
the |l owincone portions of a building.

Subsec. (i)(3)(D). Pub. L. 101-508, Sec. 11407(b)(6), substituted
"Certain students' for 'Students in governnent-supported job
trai ning prograns' in heading and anended text generally. Prior to
amendment, text read as follows: 'A unit shall not fail to be
treated as a lowinconme unit nerely because it is occupied by an
i ndi vidual who is enrolled in a job training programreceiving
assi stance under the Job Training Partnership Act or under other
simlar Federal, State, or local |aws.'

Subsec. (i)(7). Pub. L. 101-508, Sec. 11701(a)(10), redesignated
par. (8) as (7).

Subsec. (i)(7)(A). Pub. L. 101-508, Sec. 11407(b)(1), substituted
"the tenants (in cooperative formor otherw se) or resident
managemnment corporation of such building or by a qualified nonprofit
organi zation (as defined in subsection (h)(5)(C)) or governnent
agency' for 'the tenants of such building' .

Subsec. (i)(8). Pub. L. 101-508, Sec. 11701(a)(10), redesignated
par. (8) as (7).

Subsec. (k)(1). Pub. L. 101-508, Sec. 11813(b)(3)(A), substituted
"49(a) (1) for '"46(c)(8)', "49(a)(2)" for '46(c)(9)', and
"49(b) (1) for "47(d)(1)".

Subsec. (k)(2)(A)(ii), (D). Pub. L. 101-508, Sec. 11813(b)(3)(B),
substituted "49(a) (1) (D)(iv)(I1)" for "46(c)(8)(D)(iv)(Il)"

Subsec. (M (1)(B)(ii) to (iv). Pub. L. 101-508, Sec.

11407(b) (7)(B), redesignated cls. (iii) and (iv) as (ii) and (iii),



respectively, and struck out former cl. (ii) which read as foll ows:
"which gives the highest priority to those projects as to which the
hi ghest percentage of the housing credit dollar anmpunt is to be
used for project costs other than the cost of internediaries unless
granting such priority would inpede the devel opnent of projects in
har d-t o- devel op areas,'.

Pub. L. 101-508, Sec. 11407(b)(2), anended cl. (iv) generally.
Prior to anmendnent, cl. (iv) read as follows: 'which provides a
procedure that the agency will follow in notifying the Interna
Revenue Service of nonconpliance with the provisions of this
section which such agency becones aware of."'

Subsec. (mM(2)(B). Pub. L. 101-508, Sec. 11407(b)(7)(A), added
cl. (iii) and inserted provision that cl. (iii) not be applied so
as to inpede the devel opnent of projects in hard-to-devel op areas.

Subsec. (0)(1). Pub. L. 101-508, Sec. 11407(a)(1)(A), substituted
'1991' for '1990' wherever appearing.

Subsec. (0)(2). Pub. L. 101-508, Sec. 11407(a)(1)(B), added par
(2) and struck out forner par. (2) which read as follows: 'For
pur poses of paragraph (1)(B), a building shall be treated as placed
in service before 1990 if -

"(A) the bonds with respect to such building are issued before
1990,

"(B) such building is constructed, reconstructed, or
rehabilitated by the taxpayer,

'"(C) nore than 10 percent of the reasonably anticipated cost of
such construction, reconstruction, or rehabilitation has been
incurred as of January 1, 1990, and sone of such cost is incurred
on or after such date, and

"(D) such building is placed in service before January 1,

1992."

1989 - Subsec. (b)(1). Pub. L. 101-239, Sec. 7108(h)(5), inserted
at end 'A building shall not be treated as described in
subparagraph (B) if, at any time during the credit period, noderate
rehabilitation assistance is provided with respect to such building
under section 8(e)(2) of the United States Housing Act of 1937.'

Subsec. (b)(3)(C). Pub. L. 101-239, Sec. 7108(c)(2), which
di rected anmendnment of subpar. (C) by substituting 'subsection
(h)y(7)" for 'subsection (h)(6))', was executed by substituting
"subsection (h)(7)" for 'subsection (h)(6)', as the probable intent
of Congress.

Subsec. (c)(1)(E). Pub. L. 101-239, Sec. 7108(i)(2), added
subpar. (E).

Subsec. (d)(1). Pub. L. 101-239, Sec. 7108(1)(1), inserted 'as of
the close of the 1st taxable year of the credit period before
period at end.

Subsec. (d)(2)(A). Pub. L. 101-239, Sec. 7108(1)(2), substituted
' subparagraph (B), its adjusted basis as of the close of the 1st
t axabl e year of the credit period, and" for 'subparagraph (B), the
sum of -

"(1) the portion of its adjusted basis attributable to its
acqui sition cost, plus

"(11) anpunts chargeable to capital account and incurred by the
t axpayer (before the close of the 1st taxable year of the credit
period for such building) for property (or additions or
i nprovenents to property) of a character subject to the allowance
for depreciation, and'.

Subsec. (d)(2)(B)(iv). Pub. L. 101-239, Sec. 7108(d)(1), added



cl. (iv).

Subsec. (d)(2)(C). Pub. L. 101-239, Sec. 7108(1)(3)(A
substituted ' Adjusted basis' for 'Acquisition cost' in heading and
"adjusted basis' for 'cost' in text.

Subsec. (d)(5). Pub. L. 101-239, Sec. 7108(1)(3)(B), substituted
"Special rules for determning eligible basis' for 'Eligible basis
determ ned when building placed in service' in heading.

Subsec. (d)(5)(A). Pub. L. 101-239, Sec. 7108(1)(3)(B),
redesi gnated subpar. (B) as (A) and struck out former subpar. (A)
which read as follows: 'Except as provided in subparagraphs (B) and
(C), the eligible basis of any building for the entire conpliance
period for such building shall be its eligible basis on the date
such building is placed in service (increased, in the case of an
exi sting building which neets the requirenents of paragraph (2)(B),
by the ampunts described in paragraph (2)(A) (i)(11))."

Subsec. (d)(5)(B). Pub. L. 101-239, Sec. 7108(1)(3)(B),
redesi gnated subpar. (C) as (B). Forner subpar. (B) redesignated
(A).

Subsec. (d)(5)(C). Pub. L. 101-239, Sec. 7108(1)(3)(B),
redesi gnated subpar. (D) as (C). Forner subpar. (C) redesignated
(B).

Pub. L. 101-239, Sec. 7811(a)(1l), inserted 'section' before
'167(k)" in heading.

Subsec. (d)(5)(D). Pub. L. 101-239, Sec. 7108(1)(3)(B),
redesi gnated subpar. (D) as (C

Pub. L. 101-239, Sec. 7108(g), added subpar. (D)

Subsec. (d)(6)(A)(i). Pub. L. 101-239, Sec. 7841(d)(13),
substituted 'Farmers Home Administration' for 'Farmers' Home
Admi ni stration'.

Subsec. (d)(6)(C) to (E). Pub. L. 101-239, Sec. 7108(f), added
subpars. (C) and (D) and redesignated forner subpar. (C) as (E).

Subsec. (d)(7)(A). Pub. L. 101-239, Sec. 7831(c)(6), inserted
"(or interest therein)' after 'subparagraph (B)' in introductory
provi si ons.

Subsec. (d)(7)(A)(ii). Pub. L. 101-239, Sec. 7841(d)(14),
substituted 'under subsection (a)' for 'under sebsection (a)'.

Subsec. (e)(2)(A). Pub. L. 101-239, Sec. 7841(d)(15), substituted
"to capital account' for 'to captial account'.

Subsec. (e)(3). Pub. L. 101-239, Sec. 7108(d)(3), substituted
"M ni mum expenditures to qualify' for 'Average of rehabilitation
expendi tures must be $2,000 or nore' in heading, added subpars. (A)
and (B), redesignated fornmer subpar. (B) as (C), and struck out
former subpar. (A) which read as follows: 'Paragraph (1) shal
apply to rehabilitation expenditures with respect to any buil ding
only if the qualified basis attributable to such expenditures
i ncurred during any 24-nonth period, when divided by the | owincone
units in the building, is $2,000 or nore.'

Subsec. (e)(5). Pub. L. 101-239, Sec. 7108(1)(3)(C), substituted
"subsection (d)(2)(A)(i)" for '"subsection (d)(2)(A)(i)(11)".

Subsec. (f)(4). Pub. L. 101-239, Sec. 7831(c)(4), added par. (4).

Subsec. (f)(5). Pub. L. 101-239, Sec. 7108(d)(2), added par. (5).

Subsec. (g)(2)(A). Pub. L. 101-239, Sec. 7108(e)(2), inserted at
end ' For purposes of the preceding sentence, the amunt of the
income |imtation under paragraph (1) applicable for any period
shall not be less than such limtation applicable for the earliest
period the building (which contains the unit) was included in the
determ nati on of whether the project is a qualified | owincome



housi ng project.’

Pub. L. 101-239, Sec. 7108(e)(1)(B), substituted 'the inputed
income limtation applicable to such unit' for 'the income
limtation under paragraph (1) applicable to individuals occupying
such unit'.

Subsec. (g)(2)(B). Pub. L. 101-239, Sec. 7108(h)(2), added cl
(iii) and concl udi ng provisions which defined 'supportive service'
Subsec. (g9)(2)(C) to (E). Pub. L. 101-239, Sec. 7108(e)(1) (A,
added subpars. (C) and (D) and redesignated forner subpar. (C) as

(E).

Subsec. (g)(3)(D). Pub. L. 101-239, Sec. 7108(m (3), added
subpar. (D).

Subsec. (g)(4). Pub. L. 101-239, Sec. 7108(n)(2), struck out
"(other than section 142(d)(4)(B)(iii))' after '"in applying such
provi sions'.

Subsec. (g)(7). Pub. L. 101-239, Sec. 7108(h)(3), added par. (7).

Subsec. (h)(1)(B). Pub. L. 101-239, Sec. 7108(m)(2), substituted
"(E), or (F)' for '"or (E)'.

Subsec. (h)(1)(F). Pub. L. 101-239, Sec. 7108(m (1), added
subpar. (F).

Subsec. (h)(3)(C to (G . Pub. L. 101-239, Sec. 7108(b)(1), added
subpars. (C) and (D), redesignated fornmer subpars. (D) to (F) as
(E) to (G, respectively, and struck out forner subpar. (C) which
read as follows: 'The State housing credit ceiling applicable to
any State for any cal endar year shall be an anpbunt equal to $1.25
multiplied by the State popul ation.'

Subsec. (h)(4)(B). Pub. L. 101-239, Sec. 7108(j), substituted '50
percent' for '70 percent' in heading and in text.

Subsec. (h)(5)(D)(ii). Pub. L. 101-239, Sec. 7811(a)(2),
substituted 'clause (i)' for 'clause (ii)".

Subsec. (h)(5)(E). Pub. L. 101-239, Sec. 7108(b)(2)(A),
substituted 'subparagraph (F)' for 'subparagraph (E)'.

Subsec. (h)(6). Pub. L. 101-239, Sec. 7108(c)(1l), added par. (6).
Former par. (6) redesignated (7).

Subsec. (h)(6)(B) to (E). Pub. L. 101-239, Sec. 7108(b)(2)(B),
redesi gnated subpars. (C) to (E) as (B) to (D), respectively, and
struck out forner subpar. (B) which provided that the housing
credit dollar amount could not be carried over to any other
cal endar year.

Subsec. (h)(7), (8). Pub. L. 101-239, Sec. 7108(c)(1),
redesi gnated pars. (6) and (7) as (7) and (8), respectively.

Subsec. (i)(2)(D). Pub. L. 101-239, Sec. 7108(k), inserted at end
"Such termshall not include any | oan which would be a bel ow mar ket
Federal |oan solely by reason of assistance provi ded under section
106, 107, or 108 of the Housing and Conmunity Devel opnent Act of
1974 (as in effect on the date of the enactnment of this sentence).’

Subsec. (i)(3)(B). Pub. L. 101-239, Sec. 7108(i)(1), anended
subpar. (B) generally. Prior to amendment, subpar. (B) read as
follows: "A unit shall not be treated as a | owincome unit unless
the unit is suitable for occupancy (as determ ned under regul ations
prescribed by the Secretary taking into account |ocal health,
safety, and building codes) and used other than on a transient
basis. For purposes of the preceding sentence, a single-room
occupancy unit shall not be treated as used on a transient basis
nerely because it is rented on a nonth-by-nonth basis.'

Pub. L. 101-239, Sec. 7831(c)(1), inserted '(as determ ned under
regul ati ons prescribed by the Secretary taking into account |oca



heal th, safety, and building codes)' after 'suitable for
occupancy' .

Pub. L. 101-239, Sec. 7108(h)(1), inserted at end 'For purposes
of the precedi ng sentence, a single-roomoccupancy unit shall not
be treated as used on a transient basis nerely because it is rented
on a nont h-by-nmonth basis.'

Subsec. (i)(3)(D). Pub. L. 101-239, Sec. 7831(c)(2), added
subpar. (D).

Subsec. (i)(3)(E). Pub. L. 101-239, Sec. 7108(h)(4), added
subpar. (E).

Subsec. (i)(6). Pub. L. 101-239, Sec. 7831(c)(3), added par. (6).

Subsec. (i)(8). Pub. L. 101-239, Sec. 7108(q), added par. (8).

Subsec. (k)(2)(D). Pub. L. 101-239, Sec. 7108(0), added provision
at end relating to the applicability of cl. (ii) to qualified
nonprofit organi zati ons not described in section
46(c)(8)(D)(iv)(1l) with respect to a building.

Subsec. (I)(1). Pub. L. 101-239, Sec. 7108(p), in introductory
provi si ons, substituted 'Followi ng' for 'Not later than the 90th
day following' and inserted 'at such tinme and' before 'in such
form .

Subsec. (m). Pub. L. 101-239, Sec. 7108(0), added subsec. (n).
Former subsec. (m redesignated (n).

Subsec. (m)(4). Pub. L. 101-239, Sec. 7831(c)(5), added par. (4).

Subsec. (n). Pub. L. 101-239, Sec. 7108(0), redesignated subsec.
(m as (n). Former subsec. (n) redesignated (0).

Pub. L. 101-239, Sec. 7108(a)(1), anmended subsec. (n) generally.
Prior to amendnment, subsec. (n) read as follows: 'The State housing
credit ceiling under subsection (h) shall be zero for any cal endar
year after 1989 and subsection (h)(4) shall not apply to any
bui l di ng placed in service after 1989.°

Subsec. (0). Pub. L. 101-239, Sec. 7108(0), redesignated subsec.
(n) as (o).

1988 - Subsec. (b)(2)(A). Pub. L. 100-647, Sec. 1002(1)(1)(A),
substituted 'for the earlier of - ' for 'for the nmonth in which
such building is placed in service' and added cls. (i) and (ii) and
concl udi ng provi si ons.

Subsec. (b)(2)(C(ii). Pub. L. 100-647, Sec. 1002(1)(1)(B),
substituted 'the nonth applicable under clause (i) or (ii) of
subparagraph (A)' for 'the nonth in which the building was pl aced
in service'.

Subsec. (b)(3). Pub. L. 100-647, Sec. 1002(1)(9)(B), anended par
(3) generally. Prior to anendnent, par. (3) read as follows: 'For
treatment of certain rehabilitation expenditures as separate new
bui | di ngs, see subsection (e).'

Subsec. (c)(2)(A). Pub. L. 100-647, Sec. 1002(1)(2)(A), anended
subpar. (A) generally. Prior to amendnment, subpar. (A) read as
follows: "which at all tinmes during the conpliance period with
respect to such building is part of a qualified | owincome housing
proj ect, and’

Subsec. (d)(2)(D)(ii). Pub. L. 100-647, Sec. 1002(1)(3),
substituted 'Special rules for certain transfers' for 'Special rule
for nontaxabl e exchanges' in heading and anended text generally.
Prior to amendnent, text read as follows: 'For purposes of
determ ni ng under subparagraph (B)(ii) when a building was | ast
pl aced in service, there shall not be taken into account any
pl acenent in service in connection with the acquisition of the
building in a transaction in which the basis of the building in the



hands of the person acquiring it is determned in whole or in part
by reference to the adjusted basis of such building in the hands of
the person from whom aquired."’

Subsec. (d)(3). Pub. L. 100-647, Sec. 1002(1)(4), amended par
(3) generally. Prior to anendnent, par. (3) read as follows: 'The
eligible basis of any building shall be reduced by an anpunt equa
to the portion of the adjusted basis of the building which is
attributable to residential rental units in the building which are
not | owincome units and which are above the average quality
standard of the lowincome units in the building.'

Subsec. (d)(5)(A). Pub. L. 100-647, Sec. 1002(1)(6)(B),
substituted 'subparagraphs (B) and (C)' for 'subparagraph (B)'.

Pub. L. 100-647, Sec. 1002(1)(5), inserted '(increased, in the
case of an existing building which neets the requirenments of
par agraph (2)(B), by the ampunts described in paragraph
(2)(A(i)(I1))" before period at end.

Subsec. (d)(5)(C). Pub. L. 100-647, Sec. 1002(1)(6)(A), added
subpar. (C).

Subsec. (d)(6)(A)(iii). Pub. L. 100-647, Sec. 1002(1)(7), struck
out cl. (iii) which related to other circunstances of financia
di stress.

Subsec. (d)(6)(B)(ii). Pub. L. 100-647, Sec. 1002(1)(8), struck
out 'of 1934' after 'Act'.

Subsec. (f)(1). Pub. L. 100-647, Sec. 1002(1)(2)(B), substituted
"beginning with - ' for 'beginning with' and subpars. (A) and (B)
and concl udi ng provisions for 'the taxable year in which the
building is placed in service or, at the election of the taxpayer,
the succeedi ng taxable year. Such an election, once made, shall be
irrevocable.’

Subsec. (f)(3). Pub. L. 100-647, Sec. 1002(1)(9)(A), amended par
(3) generally. Prior to anmendnent, par. (3) 'Special rule where
increase in qualified basis after 1st year of credit period read
as follows:

"(A) Credit increased. - If -

"(i) as of the close of any taxable year in the conpliance
period (after the 1st year of the credit period) the qualified
basi s of any buil ding exceeds

"(ii) the qualified basis of such building as of the close of
the 1st year of the credit period,

the credit allowable under subsection (a) for the taxable year
(determ ned without regard to this paragraph) shall be increased by
an amount equal to the product of such excess and the percentage
equal to 2/3 of the applicable percentage for such buil ding.

'(B) 1st year conputation applies. - Arule simlar to the rule
of paragraph (2)(A) shall apply to the additional credit allowable
by reason of this paragraph for the 1st year in which such
additional credit is allowable.’

Subsec. (g)(2)(B)(i). Pub. L. 100-647, Sec. 1002(1)(10), struck
out 'Federal' after 'conparable'.

Subsec. (g)(2)(C). Pub. L. 100-647, Sec. 1002(1)(11), added
subpar. (C).

Subsec. (g)(3). Pub. L. 100-647, Sec. 1002(1)(12), anended par
(3) generally, substituting subpars. (A) to (C) for forner subpars.
(A) and (B).

Subsec. (g)(4). Pub. L. 100-647, Sec. 1002(1)(13), inserted ';
except that, in applying such provisions (other than section
142(d) (4)(B)(iii)) for such purposes, the term'gross rent' shal



have the meaning given such term by paragraph (2)(B) of this
subsection' before period at end.

Subsec. (g)(6). Pub. L. 100-647, Sec. 1002(1)(32), added par
(6).

Subsec. (h)(1). Pub. L. 100-647, Sec. 1002(1)(14)(A), anended
par. (1) generally. Prior to amendnent, par. (1) read as follows:
"No credit shall be allowed by reason of this section for any
taxabl e year with respect to any building in excess of the housing
credit dollar amount allocated to such building under this
subsection. An allocation shall be taken into account under the
precedi ng sentence only if it occurs not later than the earlier of

"(A) the 60th day after the close of the taxable year, or
'"(B) the close of the cal endar year in which such taxable year
ends.'

Subsec. (h)(1)(B). Pub. L. 100-647, Sec. 4003(b)(1), substituted
'"(O, (D), or (E)' for "(C or (D".

Subsec. (h)(1)(E). Pub. L. 100-647, Sec. 4003(a), added subpar

(B).
Subsec. (h)(4)(A). Pub. L. 100-647, Sec. 1002(1)(15), substituted
"if - ' for "and which is taken into account under section 146' and

added cls. (i) and (ii).

Subsec. (h)(5)(D), (E). Pub. L. 100-647, Sec. 1002(!)(16), added
subpar. (D) and redesignated former subpar. (D) as (E).

Subsec. (h)(6)(B)(ii). Pub. L. 100-647, Sec. 1002(1)(14)(B),
struck out cl. (ii) which read as foll ows:

"(ii) Allocation may not be earlier than year in which building
pl aced in service. - A housing credit agency may allocate its
housi ng credit dollar amount for any cal endar year only to
bui | di ngs placed in service before the close of such cal endar
year.'

Subsec. (h)(6)(D). Pub. L. 100-647, Sec. 1002(1)(17), anended
subpar. (D) generally. Prior to anmendnent, subpar. (D) 'Credit
al l owabl e determ ned wi thout regard to averagi ng convention, etc.'
read as follows: 'For purposes of this subsection, the credit
al | owabl e under subsection (a) with respect to any building shal
be deterni ned -

"(i) without regard to paragraphs (2)(A) and (3)(B) of
subsection (f), and

"(ii) by applying subsection (f)(3)(A) w thout regard to 'the
percentage equal to 2/3 of'.'

Subsec. (h)(6)(E). Pub. L. 100-647, Sec. 1002(1)(18), added
subpar. (E).

Subsec. (i)(2)(A). Pub. L. 100-647, Sec. 1002(1)(19)(A), inserted
"or any prior taxable year' after 'such taxable year' and
substituted "is or was outstanding' for 'is outstanding and
or were used' for '"are used'.

Subsec. (i)(2)(B). Pub. L. 100-647, Sec. 1002(1)(19)(B),
substituted 'bal ance of |oan or proceeds of obligations' for
' out st andi ng bal ance of |oan' in heading and anended text
generally. Prior to anendnent, text read as follows: 'A | oan shal
not be taken into account under subparagraph (A) if the taxpayer
el ects to exclude an anobunt equal to the outstandi ng bal ance of
such loan fromthe eligible basis of the building for purposes of
subsection (d).'

Subsec. (i)(2)(C. Pub. L. 100-647, Sec. 1002(1)(19)(C), added
subpar. (C). Forner subpar. (C) redesignated (D)

are



Subsec. (i)(2)(D). Pub. L. 100-647, Sec. 1002(1)(19)(©O, (D),
redesi gnated former subpar. (C) as (D) and substituted 'this
par agraph' for 'subparagraph (A)'.

Subsec. (j)(4)(D). Pub. L. 100-647, Sec. 1007(qg)(3)(B),
substituted 'D, or G for 'or D.

Subsec. (j)(4)(F). Pub. L. 100-647, Sec. 1002(1)(20), added
subpar. (F).

Subsec. (j)(5)(B). Pub. L. 100-647, Sec. 4004(a), anended subpar
(B) generally. Prior to anendnent, subpar. (B) read as foll ows:

' This paragraph shall apply to any partnership -

"(i) nmore than 1/2 the capital interests, and nore than 1/2 the
profit interests, in which are owed by a group of 35 or nore
partners each of whomis a natural person or an estate, and

"(ii) which elects the application of this paragraph.'

Subsec. (j)(5)(B)(i). Pub. L. 100-647, Sec. 1002(!)(21), anended
cl. (i) generally. Prior to anendnment, cl. (i) read as foll ows:
"which has 35 or nore partners each of whomis a natural person or
an estate, and'.

Subsec. (j)(6). Pub. L. 100-647, Sec. 1002(1)(22), inserted '(or
interest therein)' after 'disposition of building in heading, and
in text inserted 'or an interest therein' after 'of a building

Subsec. (k)(2)(B). Pub. L. 100-647, Sec. 1002(1)(23), inserted

before period at end ', except that this subparagraph shall not
apply in the case of a federally assisted building described in
subsection (d)(6)(B) if - ' and cls. (i) and (ii).

Subsec. (). Pub. L. 100-647, Sec. 1002(1)(24)(B), substituted
"Certifications and other reports to Secretary' for 'Certifications
to Secretary' in heading.

Subsec. (1)(2), (3). Pub. L. 100-647, Sec. 1002(1)(24)(A), added
par. (2) and redesignated former par. (2) as (3).

Subsec. (n). Pub. L. 100-647, Sec. 4003(b)(3), amended subsec.

(n) generally, substituting a single par. for fornmer pars. (1) and
(2).

Subsec. (n)(1). Pub. L. 100-647, Sec. 1002(1)(25), inserted ',
and, except for any building described in paragraph (2)(B),
subsection (h)(4) shall not apply to any building placed in service
after 1989' after 'year after 1989’

1986 - Subsec. (k)(1). Pub. L. 99-509 substituted 'subparagraphs
(D (ii)(1r) and (D) (iv)(l)" for 'subparagraph (D)(iv)(l)".

Effective Date Of 1990 Amendment

Section 11407(a)(3) of Pub. L. 101-508 provided that: 'The
anmendments made by this subsection (anmending this section and
repeal i ng provisions set out below) shall apply to cal endar years
after 1989.°'

Section 11407(b) (10) of Pub. L. 101-508 provided that:

"(A) In general. - Except as otherwi se provided in this
par agr aph, the amendnents made by this subsection (anmending this
section) shall apply to -

"(i) determinations under section 42 of the Internal Revenue
Code of 1986 with respect to housing credit dollar anmounts
allocated from State housing credit ceilings for cal endar years
after 1990, or

"(ii) buildings placed in service after Decenber 31, 1990, to



t he extent paragraph (1) of section 42(h) of such Code does not
apply to any building by reason of paragraph (4) thereof, but
only with respect to bonds issued after such date.

'"(B) Tenant rights, etc. - The anendnments made by paragraphs (1),
(6), (8), and (9) (anending this section) shall take effect on the
date of the enactment of this Act (Nov. 5, 1990).

'"(C) Monitoring. - The anmendnent made by paragraph (2) (anending
this section) shall take effect on January 1, 1992, and shall apply
to buildings placed in service before, on, or after such date.

'"(D) Study. - The Inspector General of the Departnent of Housing
and Urban Devel opment and the Secretary of the Treasury shal
jointly conduct a study of the effectiveness of the anendnent nade
by paragraph (5) (anmending this section) in carrying out the
pur poses of section 42 of the Internal Revenue Code of 1986. The
report of such study shall be submitted not |ater than January 1,
1993, to the Conmittee on Ways and Means of the House of
Representatives and the Comrittee on Finance of the Senate.'

Section 11701(a)(3)(B) of Pub. L. 101-508 provided that: 'In the
case of a building to which (but for this subparagraph) the
anmendnent made by subparagraph (A) (anending this section) does not
apply, such amendment shall apply to -

"(i) determinations of qualified basis for taxable years
begi nning after the date of the enactnent of this Act (Nov. 5,
1990), and

"(ii) determ nations of qualified basis for taxable years

begi nni ng on or before such date except that determ nations for

such taxabl e years shall be made without regard to any reduction

in gross rent after August 3, 1990, for any period before August

4, 1990.'

Section 11701(n) of Pub. L. 101-508 provided that: 'Except as
ot herwi se provided in this section, any anmendnment made by this
section (anmending this section and sections 148, 163, 172, 403,
1031, 1253, 2056, 4682, 4975, 4978B and 6038 of this title, and
provi sions set out as notes under this section and section 2040 of
this title) shall take effect as if included in the provision of
t he Revenue Reconciliation Act of 1989 (Pub. L. 101-239, title VII)
to which such amendnent rel ates.'

Section 11812(c) of Pub. L. 101-508 provided that:

"(1) In general. - Except as provided in paragraph (2), the
anmendnments made by this section (anending this section and sections
56, 167, 168, 312, 381, 404, 460, 642, 1016, 1250, and 7701 of this
title) shall apply to property placed in service after the date of
the enactment of this Act (Nov. 5, 1990).

'(2) Exception. - The anmendnents made by this section shall not
apply to any property to which section 168 of the Internal Revenue
Code of 1986 does not apply by reason of subsection (f)(5) thereof.

'(3) Exception for previously grandfather expenditures. - The
amendments nade by this section shall not apply to rehabilitation
expendi tures described in section 252(f)(5) of the Tax Reform Act
of 1986 (Pub. L. 99-514) (as added by section 1002(1)(31) of the
Techni cal and M scel | aneous Revenue Act of 1988 (see Transitiona
Rul es note below))."'

Amendrent by section 11813(b)(3) of Pub. L. 101-508 applicable to
property placed in service after Dec. 31, 1990, but not applicable
to any transition property (as defined in section 49(e) of this
title), any property with respect to which qualified progress
expenditures were previously taken into account under section 46(d)



of this title, and any property described in section 46(b)(2)(C) of
this title, as such sections were in effect on Nov. 4, 1990, see
section 11813(c) of Pub. L. 101-508, set out as a note under
section 29 of this title.

Effective Date Of 1989 Amendment

Section 7108(r) of Pub. L. 101-239, as anended by Pub. L.
101-508, title XI, Sec. 11701(a)(11), (12), Nov. 5, 1990, 104 Stat.
1388-507, provided that:

"(1) In general. - Except as otherwi se provided in this
subsection, the amendnents made by this section (anending this
section and section 142 of this title) shall apply to
det erm nati ons under section 42 of the Internal Revenue Code of
1986 with respect to housing credit dollar anounts allocated from
State housing credit ceilings for cal endar years after 1989.

"(2) Buildings not subject to allocation limts. - Except as
ot herwi se provided in this subsection, to the extent paragraph (1)
of section 42(h) of such Code does not apply to any buil ding by
reason of paragraph (4) thereof, the anendnents nmade by this
section shall apply to buildings placed in service after Decenber
31, 1989 but only with respect to bonds issued after such date.

"(3) One-year carryover of unused credit authority, etc. - The
anmendnents made by subsection (b) (amending this section) shal
apply to cal endar years after 1989, but clauses (ii), (iii), and
(iv) of section 42(h)(3)(C) of such Code (as added by this section)
shall be applied without regard to allocations for 1989 or any
precedi ng year.

'"(4) Additional buildings eligible for waiver of 10-year rule. -
The amendnents made by subsection (f) (amending this section) shal
take effect on the date of the enactnment of this Act (Dec. 19,
1989).

"(5) Certifications with respect to 1st year of credit period. -
The amendment nade by subsection (p) (anending this section) shal
apply to taxable years ending on or after Decenber 31, 1989.

'(6) Certain rules which apply to bonds. - Paragraphs (1)(D) and
(2) (D) of section 42(m of such Code, as added by this section
shall apply to obligations issued after Decenmber 31, 1989.

"(7) Carifications. - The anendnents nmade by the follow ng
provi sions of this section shall apply as if included in the
amendments nmade by section 252 of the Tax Reform Act of 1986 (Pub
L. 99-514, enacting this section and anendi ng sections 38 and 55 of
this title):

"(A) Paragraph (1) of subsection (h) (relating to units rented
on a nonthly basis) (anending this section).
'"(B) Subsection (1) (relating to eligible basis for new

buil dings to include expenditures before close of 1st year of

credit period) (amending this section).

'(8) Guidance on difficult devel opnent areas and posting of bond
to avoid recapture. - Not later than 180 days after the date of the
enactnent of this Act (Dec. 19, 1989) -

"(A) the Secretary of Housing and Urban Devel opnent shal
publish initial guidance on the designation of difficult

devel opnent areas under section 42(d)(5)(C) of such Code, as

added by this section, and



'"(B) the Secretary of the Treasury shall publish initia

gui dance under section 42(j)(6) of such Code (relating to no

recapture on disposition of building (or interest therein) where

bond posted)."

Anmendnent by section 7811(a) of Pub. L. 101-239 effective, except
as otherw se provided, as if included in the provision of the
Techni cal and M scel | aneous Revenue Act of 1988, Pub. L. 100-647,
to which such anmendnent rel ates, see section 7817 of Pub. L.

101- 239, set out as a note under section 1 of this title.

Amendrent by section 7831(c) of Pub. L. 101-239 effective as if
included in the provision of the Tax Reform Act of 1986, Pub. L
99-514, to which such anendnent rel ates, see section 7831(g) of
Pub. L. 101-239, set out as a note under section 1 of this title.

Effective Date Of 1988 Amendment

Amendment by sections 1002(1)(1)-(25), (32) and 1007(g)(3)(B) of Pub. L. 100-647
effective, except as otherwise provided, as if included in the provision of the Tax Reform
Act of 1986, Pub. L. 99-514, to which such amerdment relates, see section 1019(a) of
Pub. L. 100-647, set out as a note under section 1 of thistitle.

Section 4003(c) of Pub. L. 100-647 provided that: 'The amendments made by this section
(amending this section and provisions set out as a note under section 469 of thistitle)
shall apply to amounts allocated in calendar years after 1987.

Section 4004(b) of Pub. L. 100-647 provided that:

'(1) In genera. - The amendment made by subsection (a) (amending this section) shall
take effect as if included in the amendments made by section 252 of the Reform Act
(section 252 of Pub. L. 99-514, enacting this section and amending sections 38 and 55 of
this title).

'(2) Period for election. - The period for electing not to have section 42(j)(5) of the 1986

Code apply to any partnership shall not expire before the date which is 6 months after the
date of the enactment of this Act (Nov. 10, 1988).’

Effective Date Of 1986 Amendment
Section 8072(b) of Pub. L. 99-509 provided that: "The amendment made by subsection (a)

(amending this section) shall take effect as if included in the amendment made by section
252(a) of the Tax Reform Act of 1986 (enacting this section).'

Effective Date

Section 252(e) of Pub. L. 99-514 provided that:



'(1) In genera. - The amendments made by this section (enacting this section and
amending sections 38 and 55 of thistitle) shall apply to buildings placed in service after
December 31, 1986, in taxable years ending after such date.

'(2) Specid rule for rehabilitation expenditures. - Subsection (e) of section 42 of the
Internal Revenue Code of 1986 (as added by this section) shall apply for purposes of

paragraph (1).
Savings Provision

For provisions that nothing in amendment by sections 11812(b)(3) and 11813(b)(3) of
Pub. L. 101-508 be construed to affect treatment of certain transactions occurring,
property acquired, or items of income, loss, deduction, or credit taken into account prior
to Nov. 5, 1990, for purposes of determining liability for tax for periods ending after
Nov. 5, 1990, see section 11821(b) of Pub. L. 101-508, set out as a note under section 29
of thistitle.

Election To Accelerate Credit Into 1990
Section 11407(c) of Pub. L. 101-508 provided that:

'(2) In general. - At the election of an individual, the credit determined under section 42
of the Interna Revenue Code of 1986 for the taxpayer's first taxable year ending on or
after October 25, 1990, shall be 150 percent of the amount which would (but for this
paragraph) be so alowable with respect to investments held by such individua on or
before October 25, 1990.

'(2) Reduction in aggregate credit to reflect increased 1990 credit. - The aggregate credit
allowable to any person under section 42 of such Code with respect to any investment for
taxable years after the first taxable year referred to in paragraph (1) shall be reduced on a
pro rata basis by the amount of the increased credit alowable by reason of paragraph (1)
with respect to such first taxable year. The preceding sentence shall not be construed to
affect whether any taxable year is part of the credit, compliance, or extended use periods.

(3) Election. - The election under paragraph (1) shall be made at the time and in the
manner prescribed by the Secretary of the Treasury or his delegate, and, once made, shall
be irrevocable. In the case of a partnership, such election shall be made by the
partnership.’

Exception To Time Period For Meeting Project
Requirements|n Order To Qualify AsLow-Income
Housing



Section 11701(a)(5)(B) of Pub. L. 101-508 provided that: 'In the case of abuilding to
which the amendment made by subparagraph (A) (amending this section) does not apply,
the period specified in section 42(g)(3)(A) of the Internal Revenue Code of 1986 (asin
effect before the amendment made by subparagraph (A)) shall not expire before the close
of the taxable year following the taxable year in which the building is placed in service!'

State Housing Credit Ceiling For Calendar Year 1990

Section 7108(a)(2) of Pub. L. 101-239, which provided that in the case of calendar year
1990, section 42(h)(3)(C)(i) of the Internal Revenue Code of 1986 be applied by
substituting '$.9375' for '$1.25', was repealed by Pub. L. 101-508, title X1, Sec.
11407(a)(2), (3), Nov. 5, 1990, 104 Stat. 1388-474, applicable to calendar years after
1989.

Transitional Rules

Section 252(f) of Pub. L. 99-514, as amended by Pub. L. 100-647,
title I, Sec. 1002(1)(28)-(31), Nov. 10, 1988, 102 Stat. 3381
provi ded that:

"(1) Limtation to non-acrs buildings not to apply to certain
bui | di ngs, etc. -

"(A) In general. - In the case of a building which is part of a
proj ect described in subparagraph (B) -

"(i) section 42(c)(2)(B) of the Internal Revenue Code of 1986

(as added by this section) shall not apply,

"(ii) such building shall be treated as not federally
subsi di zed for purposes of section 42(b)(1)(A) of such Code,

"(iii) the eligible basis of such building shall be treated,
for purposes of section 42(h)(4)(A) of such Code, as if it were
financed by an obligation the interest on which is exenpt from
tax under section 103 of such Code and which is taken into
account under section 146 of such Code, and

"(iv) the amendnments nmde by section 803 (enacting section

263A of this title, anmending sections 48, 267, 312, 447, 464,

and 471 of this title, and repealing sections 189, 278, and 280

of this title) shall not apply.

'"(B) Project described. - A project is described in this
subpar agraph if -

"(i) an urban devel opment action grant application with

respect to such project was submtted on Septenber 13, 1984,

"(ii) a zoning comm ssion map anmendnment related to such
project was granted on July 17, 1985, and
"(iii) the nunber assigned to such project by the Federa

Housi ng Administration is 023-36602.

'"(C) Additional units eligible for credit. - In the case of a
bui l di ng to whi ch subparagraph (A) applies and which is part of a
project which nmeets the requirenents of subparagraph (D), for
each lowincome unit in such building which is occupied by
i ndi vi dual s whose incone is 30 percent or |ess of area nedi an
gross income, one additional unit (not otherwi se a | owincone
unit) in such building shall be treated as a | owincone unit for
pur poses of such section 42.



'"(D) Project described. - A project is described in this
subpar agraph if -

"(i) rents charged for units in such project are restricted
by State regul ations,

"(ii) the annual cash flow of such project is restricted by
State | aw,

"(iii) the project is located on |and owned by or ground
| eased froma public housing authority,

"(iv) construction of such project begins on or before
Decenber 31, 1986, and units within such project are placed in
service on or before June 1, 1990, and

"(v) for a 20-year period, 20 percent or nore of the
residential units in such project are occupied by individuals
whose inconme is 50 percent or |less of area nedian gross incone.
"(E) Maxi mum additional credit. - The maxi mum present val ue of

additional credits all owabl e under section 42 of such Code by
reason of subparagraph (C) shall not exceed 25 percent of the
eligible basis of the building.

"(2) Additional allocation of housing credit ceiling. -

"(A) In general. - There is hereby allocated to each housing
credit agency described in subparagraph (B) an additional housing
credit dollar amount determ ned in accordance with the foll ow ng
t abl e:

The additiona

' For cal endar vyear: allocation is:
1987 $3, 900, 000
1988 $7, 600, 000
1989 $1, 300, 000.
'(B) Housing credit agencies described. - The housing credit

agenci es described in this subparagraph are:
"(i) A corporate governnental agency constituted as a public
benefit corporation and established in 1971 under the
provi sions of Article XII of the Private Housing Fi nance Law of

the State
"(ii) Acity departnent established on Decenber 20, 1979,
pursuant to chapter XVIII1 of a nunicipal code of such city for

t he purpose of supervising and coordinating the formation and
execution of projects and prograns affecting housing within
such city.

"(iii) The State housing finance agency referred to in
subpar agraph (C), but only with respect to projects described
i n subparagraph (C)

'"(C) Project described. - A project is described in this
subpar agraph if such project is a qualified | owincone housing
project which -

"(i) receives financing froma State housing finance agency
fromthe proceeds of bonds issued pursuant to chapter 708 of
the Acts of 1966 of such State pursuant to | oan comm tnents
from such agency nmade between May 8, 1984, and July 8, 1986,
and

"(ii) is subject to subsidy conmtnents issued pursuant to a
program est abl i shed under chapter 574 of the Acts of 1983 of
such State having award dates from such agency between May 31
1984, and June 11, 1985.



'(D) Special rules. -

"(i) Any building -

"(1) which is allocated any housing credit dollar anount by

a housing credit agency described in clause (iii) of

subpar agraph (B), and

"(1l) which is placed in service after June 30, 1986, and

before January 1, 1987,

shall be treated for purposes of the amendnments nmade by this
section as placed in service on January 1, 1987.

"(ii) Section 42(c)(2)(B) of the Internal Revenue Code of
1986 shall not apply to any building which is allocated any
housi ng credit dollar anmount by any agency described in
subpar agraph (B).

"(E) Al units treated as low income units in certain cases. -
In the case of any building -
"(i) which is allocated any housing credit dollar anount by
any agency described in subparagraph (B), and
"(ii) which after the application of subparagraph (D)(ii) is
a qualified | owincone building at all tines during any taxable
year,
such building shall be treated as described in section
42(b) (1) (B) of such Code and having an applicable fraction for
such year of 1. The precedi ng sentence shall apply to any
building only to the extent of the portion of the additiona
housi ng credit dollar anpunt (allocated to such agency under
subpar agraph (A)) allocated to such buil ding.
'(3) Certain projects placed in service before 1987. -

"(A) In general. - In the case of a building which is part of a
proj ect described in subparagraph (B) -

"(i) section 42(c)(2)(B) of such Code shall not apply,

"(ii) such building shall be treated as placed in service
during the first cal endar year after 1986 and before 1990 in
whi ch such building is a qualified | owinconme building
(determ ned after the application of clause (i)), and

"(iii) for purposes of section 42(h) of such Code, such
bui l ding shall be treated as having allocated to it a housing
credit dollar anpunt equal to the dollar anmount appearing in
the clause of subparagraph (B) in which such building is
descri bed.

"(B) Project described. - A project is described in this
subpar agraph if the code nunber assigned to such project by the
Farmers' Hone Administration appears in the follow ng table:

The housing credit

' The code nunber is: dol | ar amount is:
(i) 49284553664 $16, 000
(ii) 4927742022446 $22, 000
(iii) 49270742276087 $64, 000
(iv) 490270742387293 $48, 000
(v) 4927074218234 $32, 000
(vi) 49270742274019 $36, 000
(vii) 51460742345074 $53, 000.
'"(C) Determnation of adjusted basis. - The adjusted basis of

any building to which this paragraph applies for purposes of
section 42 of such Code shall be its adjusted basis as of the



cl ose of the taxable year ending before the first taxable year of
the credit period for such building.

"(D) Certain rules to apply. - Rules simlar to the rules of
subpar agraph (E) of paragraph (2) shall apply for purposes of
t hi s paragraph.

'"(4) Definitions. - For purposes of this subsection, terns used
in such subsection which are also used in section 42 of the
I nternal Revenue Code of 1986 (as added by this section) shall have
t he neani ngs given such terns by such section 42.

"(5) Transitional rule. - In the case of any rehabilitation
expenditures incurred with respect to units located in the
nei ghbor hood strategy area within the community devel opment bl ock
grant programin Ft. Wayne, I|ndiana -

"(A) the anmendnments nmade by this section (enacting this section
and anendi ng sections 38 and 55 of this title) shall not apply,
and

'(B) paragraph (1) of section 167(k) of the Internal Revenue
Code of 1986, shall be applied as if it did not contain the
phrase 'and before January 1, 1987

The nunber of units to which the preceding sentence applies shal
not exceed 150.°

SECREF
Section Referred To In Other Sections

This section is referred to in sections 38, 39, 55, 469 of this title; title 42 sections 1437,
1485, 12745.
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DEPARTMENT OF THE TREASURY
Internal Revenue Service

26 CFR Parts 1 and 602

[TD 8859]

RIN 1545-AV44

Compliance Monitoring and

Miscellaneous Issues Relating to the
Low-Income Housing Credit

AGENCY: Internal Revenue Service (IRS),
Treasury.

ACTION: Final regulations.

SUMMARY: This document contains final
regulations regarding the procedures for
compliance monitoring by state and
local housing agencies (Agencies) with
the requirements of the low-income
housing credit; the requirements for
making carryover allocations; the rules
for Agencies’ correction of
administrative errors or omissions; and
the independent verification of
information on sources and uses of
funds submitted by taxpayers to
Agencies. These final regulations affect
owners of low-income housing projects
who claim the credit and the Agencies
who administer the credit.
DATES: Effective Dates: These
regulations are effective January 1, 2001,
except that the amendments made to
§§1.42-5(c)(5) and (e)(3)(i), and 1.42-13
are effective January 14, 2000, and the
amendment made to § 1.42-6(d)(4)(ii) is
effective January 1, 2000.

Applicability Dates: For dates of
applicability of the amendments to
§1.42-5, see § 1.42-5(h). For date of

applicability of the amendment made to
§1.42-6, see §1.42-12(c). For date of
applicability of the amendments made
to §1.42—-13, see §1.42—-13(d). For date
of applicability of § 1.42—-17, see § 1.42—
17(b).

FOR FURTHER INFORMATION CONTACT: Paul
Handleman, (202) 622—3040 (not a toll-
free number).

SUPPLEMENTARY INFORMATION:
Paperwork Reduction Act

The collections of information
contained in these final regulations have
been reviewed and approved by the
Office of Management and Budget in
accordance with the Paperwork
Reduction Act of 1995 (44 U.S.C. 3507)
under control number 1545-1357.
Responses to these collections of
information are mandatory.

An agency may not conduct or
sponsor, and a person is not required to
respond to, a collection of information
unless the collection of information
displays a valid control number.

For § 1.42-5, the estimated annual
burden per respondent varies from .5
hour to 3 hours for taxpayers and 250
to 5,000 hours for Agencies, with an
estimated average of 1 hour for
taxpayers and 1,500 hours for Agencies.
For § 1.42—-13, the estimated annual
burden per respondent varies from .5
hour to 10 hours for taxpayers and
Agencies, with an estimated average of
3.5 hours for taxpayers and 3 hours for
Agencies. For § 1.42-17, the estimated
annual burden per respondent varies
from .5 hour to 2 hours for taxpayers
and .5 hour to 5 hours for Agencies,
with an estimated average of 1 hour for
taxpayers and 2 hours for Agencies.

Comments concerning the accuracy of
these burden estimates and suggestions
for reducing these burdens should be
sent to the Internal Revenue Service,
Attn: IRS Reports Clearance Officer,
OP:FS:FP, Washington, DC 20224, and
to the Office of Management and
Budget, Attn: Desk Officer for the
Department of the Treasury, Office of
Information and Regulatory Affairs,
Washington, DC 20503.

Books or records relating to this
collection of information must be
retained as long as their contents may
become material in the administration
of any internal revenue law. Generally,
tax returns and tax return information
are confidential, as required by 26
U.S.C. 6103.

Background

On January 8, 1999, the IRS published
proposed regulations (REG-114664—-97)
in the Federal Register (64 FR 1143)
inviting comments under section 42. A



2324

Federal Register/Vol. 65, No. 10/Friday, January 14, 2000/Rules and Regulations

public hearing was held May 27, 1999.
Numerous comments have been
received. After consideration of all the
comments, the proposed regulations are
adopted as revised by this Treasury
Decision.

Public Comments
A. Compliance Monitoring

1. Inspection Requirement for New
Buildings

The proposed regulations require that,
by the end of the calendar year
following the year the last building in a
project is placed in service, the Agency
conduct on-site inspections of the
projects and review the low-income
certification, the documentation
supporting such certification, and the
rent record for each tenant in the
project. Most commentators view the
requirement for reviewing all tenant
records for all buildings in a project as
unnecessary and burdensome. Most
commentators suggest limiting
inspections for new buildings to 20
percent of the project’s low-income
units.

Commentators also suggest extending
the time limit for inspecting new
buildings to the end of the calendar year
following the first year of the credit
period or at least until a reasonable time
after the Agency issues Form 8609,
“Low-Income Housing Credit Allocation
Certification.” This added flexibility
would allow the Agency to combine a
physical inspection with a file review of
the first year of the credit period.

In response to the comments, the final
regulations reduce the inspection
burden for new buildings by requiring
the Agency to conduct on-site
inspections of all new buildings in the
project and, for at least 20 percent of the
project’s low-income units, to inspect
the units and review the low-income
certifications, the documentation
supporting the certifications, and the
rent records for the tenants in those
units. To allow the Agency sufficient
time to review the tenant files for the
first year of the credit period, the final
regulations extend the time limit for
inspecting new buildings to the end of
the second calendar year following the
year the last building in the project is
placed in service.

2. Three-year Inspection Requirement

The proposed regulations require that,
at least once every 3 years, each Agency
conduct on-site inspections of all
buildings in each low-income housing
project and, for each tenant in at least
20 percent of the project’s low-income
units selected by the Agency, review the
low-income certification, the

documentation supporting such
certification, and the rent record.

Most commentators agree with
requiring physical inspections of the
buildings at least once every 3 years.
However, commentators recommend
reviewing tenant income and rent
records once every 5 years, which is one
of the options under the current
compliance monitoring regulations (see
§1.42-5(c)(2)(ii)(B) requiring an Agency
to review tenant files for 20 percent of
the low-income housing projects each
year). Commentators also recommend
reviewing tenant files either on-site or at
other locations, including desk audits.

Although the physical inspection and
file review requirements for new
buildings are relaxed in the final
regulations, the final regulations retain
the 3-year inspection cycle for existing
buildings. The final regulations do not
separate the physical inspection and file
review cycles (every 3 years for physical
inspections and every 5 years for file
reviews) as suggested by commentators
because it is administratively complete
to do both during the same year. The
tenant income and rent restrictions in
section 42(g) are equally important as
the habitability standards for a low-
income unit in section 42(i)(3)(B)(ii).
The final regulations adopt the
suggestion that the file review may be
done wherever the tenant files are
maintained.

3. Health, Safety, and Building Code
Inspections

The proposed regulations require the
Agency to determine whether the
project is suitable for occupancy, taking
into account local health, safety, and
building codes.

Many commentators object to this
requirement as too costly and
unadministerable because building
codes vary considerably within states.
Commentators also asked for guidelines
as to what constitutes an “inspection.”
Some commentators propose defining
an inspection as looking at selected
units in the building and common areas
for visible problems or defects without
applying the local health, safety, and
building codes standards. One
commentator suggests inspections based
on a complaint from the local
jurisdiction or from a tenant. Some
commentators suggest using a uniform
physical standard such as the uniform
physical condition standards for public
housing established by the Department
of Housing and Urban Development
(HUD) in 24 CFR 5.703.

Section 42(1)(3)(B)(i) excludes from
the definition of a “low-income unit” a
unit that is not suitable for occupancy.
Under section 42(i)(3)(B)(ii), suitability
of a unit for occupancy shall be

determined under regulations
prescribed by the Secretary taking into
account local health, safety, and
building codes. Recognizing that these
codes vary considerably within states,
the final regulations require an Agency
to determine whether a low-income
housing project satisfies these codes, or
satisfies the HUD uniform physical
condition standards. The HUD
standards are intended to ensure that
housing is decent, safe, sanitary, and in
good repair. Though it would be
appropriate that an Agency use HUD’s
inspection protocol under 24 CFR 5.705,
the final regulations do not mandate use
of HUD’s inspection protocol because to
do so could increase costs to the
Agencies as well as limit their latitude
in applying standards consistent with
their own operating procedures and
practices. The final regulations except a
building from the inspection
requirement if the building is financed
by the Rural Housing Service (RHS)
under the section 515 program, the RHS
inspects the building (under 7 CFR part
1930(c)), and the RHS and Agency enter
into a memorandum of understanding,
or other similar arrangement, under
which the RHS agrees to notify the
Agency of the inspection results.
Irrespective of the physical inspection
standard selected by the Agency, a low-
income housing project under section
42 must continue to satisfy local health,
safety, and building codes.

The proposed regulations limit an
Agency’s delegation of the physical
inspection of a project to only a state or
local government unit responsible for
making building code inspections.
Commentators suggest expanding the
delegation of inspections to professional
firms. The final regulations remove the
delegation limitation and Agencies may
delegate the physical inspection
requirement to state or local
governmental agencies, HUD, or private
contractors.

4. Local Reports of Building Code
Violations

The proposed regulations require the
owner of a low-income housing project
to certify that for the preceding 12-
month period the state or local
government unit responsible for making
building code inspections did not issue
a report of a violation for the project. If
the governmental unit issued a report of
a violation, the owner is required to
attach a copy of the report of the
violation to the annual certification
submitted to the Agency.

A commentator noted that the number
of violations attached to the annual
owner certification would be
considerable because even the highest
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quality rental housing operations do not
have an inspection without a report or
notice of some violation. Two
commentators suggest attaching reports
only for violations that have not been
corrected prior to filing the annual
owner certification or requiring that
owners only attach reports for “major”’
violations. The commentators suggest
defining major violations as violations
not corrected within 90 days of the
notice of violation or violations where
the cost to comply exceeds $2,500. A
commentator suggests that Agencies be
allowed to distinguish between minor
technical violations and serious
violations (i.e., lack of heat or hot water,
hazardous conditions, and security) in
reporting noncompliance.

Though a minor violation will not
lead to the disallowance or recapture of
section 42 credits, a series of minor
violations may be the equivalent of a
major violation resulting in
disallowance or recapture of credits.
Determining the difference between a
major and minor violation is subjective.
The final regulations do not exclude
minor violations from the reporting and
recordkeeping requirement. However, to
reduce the inspection violation
paperwork, the final regulations require
that the owner must either attach a
statement summarizing the violations or
a copy of each violation report to the
annual owner certification submitted to
the Agency. The owner must state on
the certification whether the violation
has been corrected. In addition, the final
regulations require that the owner retain
the original violation report for the
Agency’s physical inspection. Retention
of the original violation report is not
required once the Agency reviews the
violation and completes its inspection,
unless the violation remains
uncorrected.

5. Correction of Noncompliance or
Failure to Certify

The final regulations adopt
commentators’ suggestion to limit to a 3-
year period after the end of the
correction period in § 1.42—5(e)(4) the
requirement that Agencies file Form
8823, “Low-Income Housing Credit
Agencies Report of Noncompliance,”
with the IRS reporting the correction of
the noncompliance or failure to certify.

6. Compliance Monitoring Effective
Dates

Commentators suggest an effective
date of at least one year after the final
regulations are published in the Federal
Register. Commentators also
recommend on-site inspections apply
only to new buildings allocated section

42 credits after the effective date of the
final regulations.

Because the amendments to the
compliance monitoring regulations will
require amendments to qualified
allocation plans, the final regulations
relating to compliance generally contain
a January 1, 2001, effective date. Thus,
the requirements to attach local health,
safety, or building code violations to the
annual owner certification and to
inspect buildings and review tenant
files for existing projects are effective
January 1, 2001. The inspection
requirement and tenant file review for
new buildings is effective for buildings
placed in service on or after January 1,
2001.

7. Section 8 and Federal Civil Rights
Laws

Two commentators state that
insufficient controls are in place to
ensure that low-income housing projects
adhere to the requirement in section
42(h)(6)(B)(iv) of nondiscrimination
against Section 8 voucher or certificate
holders. The commentators suggest that
the IRS could help compensate for lack
of controls by working with HUD to
ensure that Section 8 voucher or
certificate holders are aware of, and
have access to, low-income housing
projects. The commentators also suggest
that Agencies provide regional HUD
offices a list of low-income housing
projects in that state, with information
that would be helpful for prospective
tenants. One commentator suggests that
the prohibition on discrimination based
on Section 8 status be clarified to
exclude policies that bar Section 8
tenants but have no substantial business
justification. For example, low-income
housing projects should not be
permitted to exclude Section 8 voucher
or certificate holders through a rule that
requires every applicant to have income
equal to at least three times the total
rent.

The commentators also suggest that
the Agencies should be required to
develop a plan for educating applicants
and owners of projects of the
prohibition against discrimination on
the basis of Section 8 voucher or
certificate status. They recommend that
the Agencies should be required to have
a procedure for accepting and
processing complaints about
discrimination against Section 8
voucher or certificate holders. They also
recommend that IRS and HUD should
work together to study the
circumstances under which Section 8
voucher or certificate holders are, or are
not, accessing projects.

Section 42(h)(6)(A) provides that no
credit shall be allowed by reason of

section 42 with respect to any building
for the taxable year unless an extended
low-income housing commitment is in
effect as of the end of such taxable year.
Section 42(h)(6)(B)(iv) defines the term
“extended low-income housing
commitment” to include any agreement
between the taxpayer and the housing
credit agency that prohibits the refusal
to lease to a holder of a voucher or
certificate of eligibility under section 8
of the United States Housing Act of
1937 because of the status of the
prospective tenant as such a holder. To
help monitor compliance with section
42(h)(6)(B)(iv), the final regulations
amend the annual owner certification
relating to the extended low-income
housing commitment under § 1.42—
5(c)(1)(xi) to require owners to certify
that the owner has not refused to lease
a unit in the project to a Section 8
applicant because the applicant holds a
Section 8 voucher or certificate.

The IRS has informed HUD of the
comments received about preventing
discrimination based on Section 8
status. Agencies should provide HUD
with publicly available information on
section 42 low-income housing projects
if HUD requests it.

A commentator also suggests that the
compliance monitoring regulations be
amended to acknowledge the authority
of Title VIII of the 1968 Civil Rights Act,
as well as HUD’s Title VIII regulations;
specify the civil rights obligations of the
Agencies; and specify what developers
and owners of projects must do to
satisfy their civil rights obligations.

To monitor for compliance with the
Fair Housing Act, the final regulations
amend the annual owner certification
relating to the general public use
requirement in § 1.42-5(c)(1)(v) to
require owners to certify that no finding
of discrimination under the Fair
Housing Act has occurred for the project
(a finding of discrimination includes an
adverse final decision by HUD, an
adverse final decision by a substantially
equivalent state or local fair housing
agency, or an adverse judgment from a
Federal court).

B. Sources and Uses of Funds

Section 42(m)(2)(A) requires Agencies
to limit the housing credit dollar
amount allocated to a project to only the
amount necessary for the financial
feasibility of a project and its viability
as a qualified low-income project
through the credit period. The proposed
regulations require an Agency to
evaluate the housing credit dollar
amount at four times: (1) at application
for the housing credit dollar amount, (2)
the allocation of the housing credit
dollar amount, (3) the date the building
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is placed in service, and (4) after the
building is placed in service, but before
the Agency issues the Form 8609.
Commentators recommend elimination
of the evaluation at the placed-in-
service date. In practice, Agencies
currently evaluate the credit amount at
the three other times. The final
regulations adopt the recommendation
by deleting the fourth time requirement
and clarifying that the placed-in-service
evaluation may occur not later than the
date the Agency issues the Form 8609.

Commentators are concerned that the
opinion by a certified public
accountant, based upon the accountant’s
audit or examination, on the financial
determinations and certifications
required in the proposed regulations,
could have significant cost implications,
particularly for smaller developers.
Commentators suggest limiting the
requirement to projects with 25 or more
units, or projects with total
development costs of $5 million or
more.

The third-party validation on
financial information was recommended
in the report by the General Accounting
Office (GAQO), “Tax Credits:
Opportunities to Improve Oversight of
the Low-Income Housing Program,”
(GAO/GGD/RCED-97-55), dated March
28, 1997. The GAO report states on page
93 that an accounting firm with a tax
credit speciality would charge in the
$5,000 to $7,500 range per engagement
for tax credit certifications (opinion on
total costs, eligible basis, and tax credit
amount) prepared on the basis of an
audit done in accordance with AICPA
audit standards even for projects costing
upwards of $5 million to $10 million.
As a percentage of development costs,
the CPA tax credit certifications
represent a minimal cost for validating
financial information. However, in
recognition that the cost may be
burdensome for smaller developers, the
final regulations limit the requirement
for an audited schedule of costs for
projects with more than 10 units.

Two commentators were concerned
that the meaning of the term “financial
determinations and certifications” is
unclear. A CPA would not be able to
evaluate what needs to be audited and
whether there are relevant and reliable
criteria against which the information
can be evaluated. To conduct an audit
or attestation engagement, CPAs require
that the subject matter be defined and
that such subject matter be capable of
evaluation against reasonable criteria.
Reasonable criteria are essential so that
CPAs using the same criteria will be
able to arrive at similar conclusions.

Another concern expressed by
commentators involved uncertainty as

to whether the CPA is being asked to
report on financial information that is
only historical or whether the CPA is
also being asked to examine prospective
financial information. CPAs can
compile or examine and report on
certain types of prospective financial
information. However, such
engagements generally are more costly
than audits of historical information
because of minimum presentation
guidelines required by professional
standards as well as increased risk
associated with future-oriented
information. The commentators believe
that if an Agency were to require CPAs
to be associated with prospective
financial information, the related costs
to the taxpayer may far exceed any
perceived benefits to the Agency.
Accordingly, the final regulations have
been revised to specify that the CPA’s
opinion only relates to historical project
costs.

C. Correction of Administrative Errors
and Omissions

Commentators recommend filing the
corrected allocation document with the
current year’s Form 8610, “Annual Low-
Income Housing Credit Agencies
Report,” instead of amending the Form
8610 for the year the allocation was
made. Because the administrative errors
covered by the automatic approval
provision will not have an effect on the
total amount of credit the Agency
allocated to the building(s) or project,
commentators view an amended Form
8610 as unnecessary. Agenc
recordkeeping would be simplified if all
corrected allocation documents could be
submitted with the current year’s Form
8610. The final regulations adopt this
recommendation.

Special Analyses

It has been determined that this
Treasury decision is not a significant
regulatory action as defined in
Executive Order 12866. Therefore, a
regulatory assessment is not required. It
also has been determined that section
553(b) of the Administrative Procedure
Act (5 U.S.C. chapter 5) does not apply
to these regulations. It is hereby
certified that the collections of
information in these regulations will not
have a significant economic impact on
a substantial number of small entities.
This certification is based upon the fact
that the burden on taxpayers is minimal
and the burden on small entity Agencies
is not significant. Accordingly, a
Regulatory Flexibility Analysis under
the Regulatory Flexibility Act is not
required. Pursuant to section 7805(f) of
the Internal Revenue Code, the notice of
proposed rulemaking preceding these

regulations was submitted to the Chief
Counsel for Advocacy of the Small
Business Administration for comment
on its impact on small business.

Drafting information. The principal
author of these regulations is Paul F.
Handleman, Office of the Assistant
Chief Counsel (Passthroughs and
Special Industries), IRS. However, other
personnel from the IRS and Treasury
Department participated in their
development.

List of Subjects
26 CFR Part 1

Income taxes, Reporting and
recordkeeping requirements.

26 CFR Part 602

Reporting and recordkeeping
requirements.

Adoption of Amendments to the
Regulations

Accordingly, 26 CFR parts 1 and 602
are amended as follows:

PART 1—INCOME TAXES

Paragraph 1. The authority citation
for part 1 is amended by adding an entry
in numerical order to read in part as
follows:

Authority: 26 U.S.C. 7805 * * *

Section 1.42-17 also issued under 26
U.S.C. 42(n); * * *

Par. 2. Section 1.42-5 is amended by:

1. Removing the word “Revenue” in
paragraph (b)(1)(iv) and adding
“Omnibus Budget” in its place.

2. Adding paragraph (b)(3).

3. Revising paragraphs (c)(1)(v),
(c)(1)(vi), (c)(1)(xi), (c)(2)(ii), and
(c)(2)(iii).

4. Removing the word “project” in
paragraph (c)(1)(x) and adding
“building” in its place.

5. Removing the word “and” at the
end of paragraph (c)(1)(x).

6. Adding paragraph (c)(1)(xii).

7. Removing the language ‘“paragraph
(c)(2)(ii)(A), (B), and (C) of this section”
from the first sentence in paragraph
(c)(4)(i) and adding “paragraph (c)(2)(ii)
of this section” in its place.

8. Removing the language ‘“Farmers
Home Administration (FmHA)” in the
first sentence in paragraph (c)(4)(i) and
adding ‘“Rural Housing Service (RHS),
formerly known as Farmers Home
Administration,” in its place.

9. Removing the language “FmHA” in
paragraph (c)(4)(ii) and adding “RHS”
in its place in each place it appears.

10. Removing the language “An
Agency chooses the review requirement
of paragraph (c)(2)(ii)(A) of this section
and some of the buildings selected for
review are” from the first sentence in
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the example in paragraph (c)(4)(iii) and
adding “An Agency selects for review”
in its place.

11. Removing the language “FmHA”
in paragraph (c)(4)(iii) Example and
adding “RHS” in its place in each place
it appears.

12. Adding paragraph (c)(5).

13. Revising paragraph (d).

14. Removing the language
“(c)(2)(ii)(A), (B), or (C) of this section
(whichever is applicable)” from
paragraph (e)(2) and adding the
language ““(c)(2)(ii) of this section” in its
place.

15. Adding a sentence at the end of
paragraph (e)(3)(i).

16. Removing the language
“paragraph (e)(3) of this section” in the
third sentence in paragraph (f)(1)(i) and
adding “paragraphs (c)(5) and (e)(3) of
this section” in its place.

17. Adding three sentences at the end
of paragraph (h).

The revisions and additions read as
follows:

§1.42-5 Monitoring compliance with low-
income housing credit requirements.
* * * * *

(b) * * *

(3) Inspection record retention
provision. Under the inspection record
retention provision, the owner of a low-
income housing project must be
required to retain the original local
health, safety, or building code violation
reports or notices that were issued by
the State or local government unit (as
described in paragraph (c)(1)(vi) of this
section) for the Agency’s inspection
under paragraph (d) of this section.
Retention of the original violation
reports or notices is not required once
the Agency reviews the violation reports
or notices and completes its inspection,
unless the violation remains
uncorrected.

(C)* * *(1)* * %

(v) All units in the project were for
use by the general public (as defined in
§ 1.42-9), including the requirement
that no finding of discrimination under
the Fair Housing Act, 42 U.S.C. 3601—
3619, occurred for the project. A finding
of discrimination includes an adverse
final decision by the Secretary of the
Department of Housing and Urban
Development (HUD), 24 CFR 180.680,
an adverse final decision by a
substantially equivalent state or local
fair housing agency, 42 U.S.C.
3616a(a)(1), or an adverse judgment
from a federal court;

(vi) The buildings and low-income
units in the project were suitable for
occupancy, taking into account local
health, safety, and building codes (or
other habitability standards), and the

State or local government unit
responsible for making local health,
safety, or building code inspections did
not issue a violation report for any
building or low-income unit in the
project. If a violation report or notice
was issued by the governmental unit,
the owner must attach a statement
summarizing the violation report or
notice or a copy of the violation report
or notice to the annual certification
submitted to the Agency under
paragraph (c)(1) of this section. In
addition, the owner must state whether

the violation has been corrected;
* * * * *

(xi) An extended low-income housing
commitment as described in section
42(h)(6) was in effect (for buildings
subject to section 7108(c)(1) of the
Omnibus Budget Reconciliation Act of
1989, 103 Stat. 2106, 2308-2311),
including the requirement under section
42(h)(6)(B)(iv) that an owner cannot
refuse to lease a unit in the project to
an applicant because the applicant
holds a voucher or certificate of
eligibility under section 8 of the United
States Housing Act of 1937, 42 U.S.C.
1437s (for buildings subject to section
13142(b)(4) of the Omnibus Budget
Reconciliation Act of 1993, 107 Stat.
312, 438-439); and

(xii) All low-income units in the
project were used on a nontransient
basis (except for transitional housing for
the homeless provided under section
42(i)(3)(B)(iii) or single-room-occupancy
units rented on a month-by-month basis
under section 42(i)(3)(B)(iv)).

(2) * % %

(ii) Require that with respect to each
low-income housing project—

(A) The Agency must conduct on-site
inspections of all buildings in the
project by the end of the second
calendar year following the year the last
building in the project is placed in
service and, for at least 20 percent of the
project’s low-income units, inspect the
units and review the low-income
certifications, the documentation
supporting the certifications, and the
rent records for the tenants in those
units; and

(B) At least once every 3 years, the
Agency must conduct on-site
inspections of all buildings in the
project and, for at least 20 percent of the
project’s low-income units, inspect the
units and review the low-income
certifications, the documentation
supporting the certifications, and the
rent records for the tenants in those
units; and

(iii) Require that the Agency
randomly select which low-income
units and tenant records are to be

inspected and reviewed by the Agency.
The review of tenant records may be
undertaken wherever the owner
maintains or stores the records (either
on-site or off-site). The units and tenant
records to be inspected and reviewed
must be chosen in a manner that will
not give owners of low-income housing
projects advance notice that a unit and
tenant records for a particular year will
or will not be inspected and reviewed.
However, an Agency may give an owner
reasonable notice that an inspection of
the building and low-income units or
tenant record review will occur so that
the owner may notify tenants of the
inspection or assemble tenant records
for review (for example, 30 days notice
of inspection or review).

* * * * *

(5) Agency reports of compliance
monitoring activities. The Agency must
report its compliance monitoring
activities annually on Form 8610,
“Annual Low-Income Housing Credit
Agencies Report.”

(d) Inspection provision—(1) In
general. Under the inspection provision,
the Agency must have the right to
perform an on-site inspection of any
low-income housing project at least
through the end of the compliance
period of the buildings in the project.
The inspection provision of this
paragraph (d) is a separate requirement
from any tenant file review under
paragraph (c)(2)(ii) of this section.

(2) Inspection standard. For the on-
site inspections of buildings and low-
income units required by paragraph
(c)(2)(ii) of this section, the Agency
must review any local health, safety, or
building code violations reports or
notices retained by the owner under
paragraph (b)(3) of this section and must
determine—

(i) Whether the buildings and units
are suitable for occupancy, taking into
account local health, safety, and
building codes (or other habitability
standards); or

(ii) Whether the buildings and units
satisfy, as determined by the Agency,
the uniform physical condition
standards for public housing established
by HUD (24 CFR 5.703). The HUD
physical condition standards do not
supersede or preempt local health,
safety, and building codes. A low-
income housing project under section
42 must continue to satisfy these codes
and, if the Agency becomes aware of
any violation of these codes, the Agency
must report the violation to the Service.
However, provided the Agency
determines by inspection that the HUD
standards are met, the Agency is not
required under this paragraph (d)(2)(ii)
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to determine by inspection whether the
project meets local health, safety, and
building codes.

(3) Exception from inspection
provision. An Agency is not required to
inspect a building under this paragraph
(d) if the building is financed by the
RHS under the section 515 program, the
RHS inspects the building (under 7 CFR
part 1930), and the RHS and Agency
enter into a memorandum of
understanding, or other similar
arrangement, under which the RHS
agrees to notify the Agency of the
inspection results.

(4) Delegation. An Agency may
delegate inspection under this
paragraph (d) to an Authorized Delegate
retained under paragraph (f) of this
section. Such Authorized Delegate,
which may include HUD or a HUD-
approved inspector, must notify the
Agency of the inspection results.

(e) * *x %

(3) * x %

(i) * * * If the noncompliance or
failure to certify is corrected within 3
years after the end of the correction
period, the Agency is required to file
Form 8823 with the Service reporting
the correction of the noncompliance or

failure to certify.
* * * * *

(h) * * * In addition, the
requirements in paragraphs (b)(3) and
(c)(1)(v), (vi), and (xi) of this section
(involving recordkeeping and annual
owner certifications) and paragraphs
(c)(2)(i1)(B), (c)(2)(iii), and (d) of this
section (involving tenant file reviews
and physical inspections of existing
projects, and the physical inspection
standard) are applicable January 1,
2001. The requirement in paragraph
(c)(2)(ii)(A) of this section (involving
tenant file reviews and physical
inspections of new projects) is
applicable for buildings placed in
service on or after January 1, 2001. The
requirements in paragraph (c)(5) of this
section (involving Agency reporting of
compliance monitoring activities to the
Service) and paragraph (e)(3)(i) of this
section (involving Agency reporting of
corrected noncompliance or failure to
certify within 3 years after the end of
the correction period) are applicable
January 14, 2000.

Par. 3. Section 1.42—-6 is amended by:

1. In paragraph (c)(3), second
sentence, remove the language “Annual
Low-Income Housing Credit Agencies
Report” and add the language ““ ‘Annual
Low-Income Housing Credit Agencies
Report’” in its place.

2. In paragraph (d)(1), first sentence,
remove the language ‘“Low-Income
Housing Credit Allocation

Certification,” and add the language

“ ‘Low-Income Housing Credit

Allocation Certification,”” in its place.
3. Revising the first sentence in

paragraph (d)(4)(ii).

§1.42-6 Buildings qualifying for carryover
allocations.
* * * * *

(d) E

(4 EE

(ii) Agency. The Agency must retain
the original carryover allocation
document made under paragraph (d)(2)
of this section and file Schedule A
(Form 8610), “Carryover Allocation of
the Low-Income Housing Credit,” with
the Agency’s Form 8610 for the year the
allocation is made. * * *
* * * * *

Par. 4. Section 1.42—11 is amended by
revising the last sentence in paragraph
(b)(3)(ii)(A) to read as follows:

§1.42-11 Provision of services.
* * * * *
* % %

%g% * % %

(ii) * * *(A)* * * For a building
described in section 42(i)(3)(B)(iii)
(relating to transitional housing for the
homeless) or section 42(i)(3)(B)(iv)
(relating to single-room occupancy), a
supportive service includes any service
provided to assist tenants in locating
and retaining permanent housing.

* * * * *

Par. 5. Section 1.42-12 is amended by

adding paragraph (c) to read as follows:

§1.42-12 Effective dates and transitional
rules.
* * * * *

(c) Carryover allocations. The rule set
forth in § 1.42-6(d)(4)(ii) relating to the
requirement that state and local housing
agencies file Schedule A (Form 8610),
“Carryover Allocation of the Low-
Income Housing Credit,” is applicable
for carryover allocations made after
December 31, 1999.

Par. 6. Section 1.42—13 is amended
by:

yl. Revising the introductory text of
paragraph (b)(3)(iii).

2. Adding paragraphs (b)(3)(vi),
(b)(3)(vii), and (b)(3)(viii).

3. Adding a sentence at the end of
paragraph (d).

The revisions and additions read as
follows:

§1.42-13 Rules necessary and
appropriate; housing credit agencies’
correction of administrative errors and
omissions.

* * * * *

(b) EE

(3) I

(iii) Secretary’s prior approval
required. Except as provided in

paragraph (b)(3)(vi) of this section, an
Agency must obtain the Secretary’s
prior approval to correct an
administrative error or omission, as
described in paragraph (b)(2) of this
section, if the correction is not made
before the close of the calendar year of
the error or omission and the
correction—

* * * * *

(vi) Secretary’s automatic approval.
The Secretary grants automatic approval
to correct an administrative error or
omission described in paragraph (b)(2)
of this section if—

(A) The correction is not made before
the close of the calendar year of the
error or omission and the correction is
a numerical change to the housing
credit dollar amount allocated for the
building or multiple-building project;

(B) The administrative error or
omission resulted in an allocation
document (the Form 8609, “Low-
Income Housing Credit Allocation
Certification,” or the allocation
document under the requirements of
section 42(h)(1)(E) or (F), and §1.42—
6(d)(2)) that either did not accurately
reflect the number of buildings in a
project (for example, an allocation
document for a 10-building project only
references 8 buildings instead of 10
buildings), or the correct information
(other than the amount of credit
allocated on the allocation document);

(C) The administrative error or
omission does not affect the Agency’s
ranking of the building(s) or project and
the total amount of credit the Agency
allocated to the building(s) or project;
and

(D) The Agency corrects the
administrative error or omission by
following the procedures described in
paragraph (b)(3)(vii) of this section.

(vil) How Agency corrects errors or
omissions subject to automatic
approval. An Agency corrects an
administrative error or omission
described in paragraph (b)(3)(vi) of this
section by—

(A) Amending the allocation
document described in paragraph
(b)(3)(vi)(B) of this section to correct the
administrative error or omission. The
Agency will indicate on the amended
allocation document that it is making
the “correction under §1.42—
13(b)(3)(vii).” If correcting the allocation
document requires including any
additional B.I.N.(s) in the document, the
document must include any B.I.N.(s)
already existing for buildings in the
project. If possible, the additional
B.LN.(s) should be sequentially
numbered from the existing B.I.N.(s);

(B) Amending, if applicable, the
Schedule A (Form 8610), “Carryover
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Allocation of the Low-Income Housing
Credit,” and attaching a copy of this
schedule to Form 8610, “Annual Low-
Income Housing Credit Agencies
Report,” for the year the correction is
made. The Agency will indicate on the
schedule that it is making the
“correction under § 1.42-13(b)(3)(vii).”
For a carryover allocation made before
January 1, 2000, the Agency must
complete Schedule A (Form 8610), and
indicate on the schedule that it is
making the “correction under § 1.42—
13(b)(3)(vii)”’;

(C) Amending, if applicable, the Form
8609 and attaching the original of this
amended form to Form 8610 for the year
the correction is made. The Agency will
indicate on the Form 8609 that it is
making the “correction under § 1.42—
13(b)(3)(vii)”’; and

(D) Mailing or otherwise delivering a
copy of any amended allocation
document and any amended Form 8609
to the affected taxpayer.

(viii) Other approval procedures. The
Secretary may grant automatic approval
to correct other administrative errors or
omissions as designated in one or more
documents published either in the
Federal Register or in the Internal
Revenue Bulletin (see § 601.601(d)(2) of
this chapter).

* * * * *

(d) * * * Paragraphs (b)(3)(vi), (vii),
and (viii) of this section are effective
January 14, 2000.

Par. 7. Section 1.42-17 is added to
read as follows:

§1.42-17 Qualified allocation plan.

(a) Requirements—(1) In general.
[Reserved]

(2) Selection criteria. [Reserved]

(3) Agency evaluation. Section
42(m)(2)(A) requires that the housing
credit dollar amount allocated to a
project is not to exceed the amount the
Agency determines is necessary for the
financial feasibility of the project and its
viability as a qualified low-income
housing project throughout the credit
period. In making this determination,
the Agency must consider—

(i) The sources and uses of funds and
the total financing planned for the
project. The taxpayer must certify to the
Agency the full extent of all federal,
state, and local subsidies that apply (or
which the taxpayer expects to apply) to
the project. The taxpayer must also
certify to the Agency all other sources
of funds and all development costs for
the project. The taxpayer’s certification
should be sufficiently detailed to enable
the Agency to ascertain the nature of the
costs that will make up the total
financing package, including subsidies
and the anticipated syndication or

placement proceeds to be raised.
Development cost information, whether
or not includible in eligible basis under
section 42(d), that should be provided to
the Agency includes, but is not limited
to, site acquisition costs, construction
contingency, general contractor’s
overhead and profit, architect’s and
engineer’s fees, permit and survey fees,
insurance premiums, real estate taxes
during construction, title and recording
fees, construction period interest,
financing fees, organizational costs,
rent-up and marketing costs, accounting
and auditing costs, working capital and
operating deficit reserves, syndication
and legal fees, and developer fees;

(ii) Any proceeds or receipts expected
to be generated by reason of tax benefits;

(iii) The percentage of the housing
credit dollar amount used for project
costs other than the costs of
intermediaries. This requirement should
not be applied so as to impede the
development of projects in hard-to-
develop areas under section 42(d)(5)(C);
and

(iv) The reasonableness of the
developmental and operational costs of
the project.

(4) Timing of Agency evaluation—(i)
In general. The financial determinations
and certifications required under
paragraph (a)(3) of this section must be
made as of the following times—

(A) The time of the application for the
housing credit dollar amount;

(B) The time of the allocation of the
housing credit dollar amount; and

(C) The date the building is placed in
service.

(ii) Time limit for placed-in-service
evaluation. For purposes of paragraph
(a)(4)(1)(C) of this section, the evaluation
for when a building is placed in service
must be made not later than the date the
Agency issues the Form 8609, “Low-
Income Housing Credit Allocation
Certification.” The Agency must
evaluate all sources and uses of funds
under paragraph (a)(3)(i) of this section
paid, incurred, or committed by the
taxpayer for the project up until date the
Agency issues the Form 8609.

(5) Special rule for final
determinations and certifications. For
the Agency’s evaluation under
paragraph (a)(4)(i)(C) of this section, the
taxpayer must submit a schedule of
project costs. Such schedule is to be
prepared on the method of accounting
used by the taxpayer for federal income
tax purposes, and must detail the
project’s total costs as well as those
costs that may qualify for inclusion in
eligible basis under section 42(d). For
projects with more than 10 units, the
schedule of project costs must be
accompanied by a Certified Public

Accountant’s audit report on the
schedule (an Agency may require an
audited schedule of project costs for
projects with fewer than 11 units). The
CPA’s audit must be conducted in
accordance with generally accepted
auditing standards. The auditor’s report
must be unqualified.

(6) Bond-financed projects. A project
qualifying under section 42(h)(4) is not
entitled to any credit unless the
governmental unit that issued the bonds
(or on behalf of which the bonds were
issued), or the Agency responsible for
issuing the Form(s) 8609 to the project,
makes determinations under rules
similar to the rules in paragraphs (a) (3),
(4), and (5) of this section.

(b) Effective date. This section is
effective on January 1, 2001.




Internal Revenue Service Notice 88-80
(Income Determination)

Regulations will be issued under Section 42(gX1) stating
that, for purposes of determining qualification as a low-
income housing project, the income of individuals and area
median gross income will be determined in a manner con-
sistent with the determination of annual income and the
estimates for median family income under Section 8 of the
U.S. Housing Act of 1937.

Under Section 8 of the Housing Act, median family in-
come estimates are based on decennial Census data updated
with Bureau of the Census P-60 income data and Depart-
ment of Commerce County Business Patterns employment
and earnings data. For purposes of these estimates, the term
income includes some itemns that are not inciuded in a
taxpayer's gross income for federal income tax purposes.

Full Text The purpose of this Notice is to inform taxpay-
ers that regulations to be issued under section 42(gX1) of the
Internal Revenue Code of 1986 (the “Code”) (relating to the
determination of a qualified low-income housing project)
will provide that the income of individuals and area median
gross income (adjusted for family size) are to be made in a
tanner consistent with the determination of annual income
and the estimates for median family income under section 8
of the United States Housing Act of 1937 (H.U.D. section 8).

For purposes of H.U.D. section 8, annual income is defined
under 2¢ CFR 813.106 (1987). HUD section 8 median family
income estimates (i.e., area median gross income estimates)
are based on decennial Census data updated with Bureay of
the Census P-80 income data and Department of Commerce
County Business Patterns employment and earnings data.
The determination of annual income and median family
income estimates are based on definitions of income that
include some items of income that are not included in a
taxpayer's gross income for purposes of computing Federal
Income Tax liability. Thus, the income of individuals and
arza median gross income (adjusted for family size} for
purposes of section 42(gX1) of the Code will not be made by
reference to items of income used in determining gross
income for purposes of computing Federal Income Tax
liability.

This document serves as an “administrative pronounce-
ment” as that term is described in section 1.6661-3(bX2) of
the Income Tax Regulations and may be relied upon to the
same extent as a revenue ruling or revenue procedure.

The principal author of this Notice is Christopher J.
Wilson of the Legislation and Regulations Division. For
further information regarding this Notice contact Mr. Wil-
son on (202) 566-4336 (not a toll-free call).

A-115



rigrnz: Sevenye Service Revenye Ruling S1-38

(Low-lncome Housing Credit Questions ang Answers)

Part . Ruling;_”and Decisions Under the Internal Revenue Code of 1986

Section 38.—General Business
Credit

There shall be allowed 25 2 credit agauns: the
iax ior the taxapie vear the amount of (nhe
SUTTent vear business oregir thatr nctudes tne
low-income Rousing cremi determined uncer
iection 42{a) of the Code, Ser Rev., Rul. 91-38.

thus page,
e e

Section 42. —Low-income Housing
Credit

{Also Secnions 38, 167 1.167(k}-1.)

Low-income housing credit. This
ruling answers [2 frequendy asked
questions about the low-income houys-
ing credit provisions of section 42 of
the Code.

Rev. Rui. 91-38
PURPOSE

This revenue ruling answers cantzin
questions about the low-income hous-
ing credit provided for in section 42
of the Internai Revenue Code,

LAW
Section 38(a) of the Code provides

for 2 general business credit against
‘ax that inciudes the amount of the
surrent year business credit. Section
38(bX5) provides that the amount of
the current year business credit in-
ciudes the low-income housing credit
determined under section 42(a). The
low-income housing credit that may
be claimed in any year is subject to
the general business tax credit limita-
tion of section 38(c).

Section 42(a) of the Code, added
by section 252 of the Tax Reform Act
of 1986 (the “1986 Act™), 1986-3
(Vol. 1) C.B. 106, provides that, for
purposes of section 38, the amount of
the low-income housing credit deter.
mined under section 42 for any tax
vear in the credit period shall be an
imount equal to the “‘applicable per-
cantage”” of the qualified basis of
each quaiified low-income building,

Credir Pertod

Section 42(fX1) of the Code, as
amended by secrion 1002(IN2XB) of
the Technical and Miscellaneouys Rev-
enue Act of 1983 (TAMRA), 1988-3
C.B. L, 34, defines the credit period
of any building as the period of 10
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tax years beginning with the tax year
in which the building is piaced in
service Or, at the taxpayer's irrevoca-
bie ciection, the succeeding tax year,
bur ig either case only if the building
is 3 qualified low-income building as
of the close of the first year of the
credit period.

For purposes of caiculating the
credit zllowabie for the first tax year
of the credit period, section 42fX2)
of the Code reduces the credit by
applying the following first-year con-
vention: the fraction used to deter-
mine qualified basis at the end of the
first year is the sum of applicable
fractions determined at the end of
cach fuil menth the building was in
service during that year, divided by
12. In the first tax year following the
credit period. a taxpayer may recover
any reduction in credit caused by
2pplying the first-year convention
during the first year of the credic
period. ‘

Applicabie Perceniage

In the case of any qualified low.
income building placed in service by



the taxpayer after 1987, section
42(bX2XA) of the Code provides thar
the term ‘‘applicable percentage”
means the appropriate percentage pre-
scribed by the Secrerary for the =arli-
er of (i) the month in which the
building is placed in service. or (ii) at
the election of the taxpayer (I} the
month in which the taxpayer and the
housing credit agency enter into an
agreement with respect to the building
{which is binding on the agency, the
taxpayer, and all successors in inter-
est) as to the housing credit dollar
amount to be allocated to the build-
ing, cr (II) in the case of any building
10 which section 42(hN4XB) applies,
the month in whic the tax-exempt
obligatioas are issued. Section
42(bX2XB) provides that the percent-
ages prescribed by the Secretary for
any month shail be percentages that
will yield over a 10-vear period
amounts of credit that have a present
value equal to: {i) 70 percent of the
qualified basis, in the case of new
buildings that are not federally subsi.
dized for the tax year (70 percent
present value credit), and (ii) 30 per-
cent of the qualified basis. in the case
of new buildings that are federally
subsidized for the tax year and exisi-
ing buildings (30 percent present vai-
ue credit). The appropriate credit per-
centages for each month are
published monthly in the revenue rui-
ing containing the applicable federal
rates,

Section 42(i)(2)(A) of the Code pro-
vides, in part, that for purposes of
section 42(b)X1), a new building shall
be treated as {ederaily subsidized for
any tax year if, at any time during
the tax year or any prior tax year,
there is or was outstanding any obli-
gation the interest on which is exempt
from tax under secrion 103, or any
below market federal loan (as defined
in section 42(D)(2XD)), the proceeds of
which are or were used (directly or
indirectly) with respect to the building
or its operation.

Under section 42(b)(1) of the Code,
for any qualified low-income building
placed in service by the taxpayer dur-
ing 1987, the applicable percentage
for new buildings not federally subsi-
dized is 9 percznt and the applicable
percentage for exisung or federally-
subsidized buildings 15 4 percen:.

After calendar vear 1989, existng
buildings that receive moderate reha-
bilitat;on assistance under section

8(e)2) of the United States Housing
Act of 1937, 42 U.5.C. 1437 (1988),
at any time during the credit period.
generally are not eligible for an allo-
cation of credit. See section
7108(h ¥ S5) of the Revenue Reconcilia-
tion Act of 1989 (the **1989 Act'"),
1990-1 C.B. 214, 222. The provisions
of the 1989 Act generally are effective
for buildings allocated housing credit
dollar amounts after calendar year
1989. If no allocation is necessary by
reason of section 42(h)}4) of the Code
because the building is sybstantially
financed with certain tax-exempt obli-
gations, the provisions are generally
effective for buildings placed in ser-
vice after December 11, 1989,

The Revenue Reconciliation Act of
1990 (the **1990 Act"™), (Pub. L. No.
101-508), provides a limited exception
from the exclusion of buildings re-
¢eiving moderate rehabilization assist-
ance under section $(e)X2) of the Unit.
ed States Housing Act of 1937.
Beginning with allocations made after
1990, buildings receiving assistance
under the Stewart B, McKinney
Homeless Assistance Act of 19828 (as
in effect on the date of ensczment of
the 1990 Act) may be eligible for an
allocation of credit.

Rehabilitation Expenditures

Under section 42(eX3XA) of the
Code as in effect prior to the 1989
Act, rehabilitation expenditures paid
or incurred by the taxpayer with re-
spect 10 any building could be treated
as a separate new building only if the
quaiified basis artributabie to rehabil-
itation expenditures incurred during
any l4-month period, when divided
by the number of low-income units in
the building, was 32,000 or more. For
calendar years after 1989, rehabilita-
tion expenditures with respect 10 a
buiiding may be treated as a separate
new building eligible for the credit
under section 42(eXINA} only if (i)
the expenditures are ailocable to one
or more low-income units or substan-
tially benefit such units, and (i) the
amount of such expenditures during
any 24-month period meets the great-
er of the following requirements: (I)
the amount is not iess than 10 percent
of the adjusted basis of the building,
or (II} the qualified basis attributabie
to such expenditures, when divided by
the number of low-income units in
the buiiding, is 53.000 or more. Ua-
der secuon 42eN2XB), as in effect

both before and after the 1989 Act,
the term ‘‘rehabilitation ecxpendi-
tures’’ does not include the cost of
acguisition of any building.

Former section 42{dWSHC) of the
Code. which was added by TAMRA,
and which is now section 42(dX5XB).
provides thar the eligibie basis of any
building shall not include any portion
of the building’s adjusted basis artrib-
utable to amounts with respect to

. which an election is made under sec-

tion 167(k). The eiection under sec-
tion 167(k) is an eiection to depreciate -
rehabilitation expenditures incurred
with respect to low-income remtal
housing after July 24, 1969, and be.
fore January 1, 1987, under a straight
line method uying & useful life of 60
months. If no elecrion is made under
section 167(k), rehabilitarion expendi-
tures incurted by a waxpayer with
respect to & low-income remtal hous-
ing building may be included in the
building’'s eligibie basis. Section
1.167(k)=~1(b)X!) of the Income Tax
Reguiations provides rules governing
when a taxpayer will be treated as
having paid or incurred rehabilitation
expenditures.

Under section 1.167(k)=~1(bX1) of
the regulstions, a taxpayer generaily
is treated as having paid or incurred
rehabilitation expenditures if the re-
habilitation is performed by or for
the taxpayer or in accordance with
the txpayer's specifications, or if the
taxpayer acquires the property anrib-
utabie to the expenditures (or an
interest therein) before the property is
placed in service. Section [.167(k}
1{bX2) provides that the amount of
rehabilitation expenditures treated as
paid or incurred by the taxpayer is
the lesser of (i) the rehabijitation
expenditures paid or incurred before
the date on which the taxpayer ac-
quired an interest in the property
attributable 10 the expenditures, or
(ii} the taxpayer’s cost or other basis
for the property attributabie to the
rehabilitation expenditures paid or in-
curred before such date. Rehabilita-
tion expenditures treated as having
been paid or incurred by the taxpayer
are deemed to bave been paid or
incurred on the date on which the
expenditures were actually pad or
incurred, determined iz accordance
with the method of accounting used
by the person that actually paad or
incurred the expenditures.



A laxpayer acquinng a buiiding
from 2 governmental unit may eiect,
under section 42(eX3NB) of the Code,
to meet only the requirement thar the
qualified basis anributabie to the re.
habilitanon expenditures incurred with
respect 1o the bwilding will be $3.000
or more when divided by_the gumber
of low-income units in the building. A
laxpayer making this ejection may
claim only the 30 percent  present
value credit on those expendirures.

Section 42(eM4XA) of the Code
provides, in part, thar expenditures
treated as a separate new building
under section 42(e) are considered
placed in service ar the close of the
24-month period during which the
expenditures were incurred. Accord-
ing to section 42(eX4XB), the applica-
ble fraction for the rehabilitation ex-
penditures is the applicabie fraction
for the building with respect to which
the expenditures were incurred.

Qualified Basis

Section 42(c)1XA) of the Code de-
fines the qualified basis of any quali-
fied low-income building for any tax
year as an amount equal to (i) the
“applicable fraction” {determined as
of the close of the tax year) of (ii) the
digible basis of the building (deter-
mined under section 42(d)). Under
section  42(cX1XB), the *applicabie
fracion” is the smailer of the unir
fraction (the number of low-income
units divided by the number of all
residential remtal units) or the floor
space fraction (the floor space of the
low-income units divided by the floor
space of all residential remtaj units),

In general, the eligible basis of 2
building under section 42(d) of the
Codc is its adjusted basis ar the close
of the first tax year of the credit
period. However, 2 number of limita-
tions apply. For example, if an exist.
ing building does not meet the re.
quirements of section 424dX2XB) (as
described below), its eligible basis is
270 under section 42(d)(2NA)G). In
addition, under section 42(e)}5), reha-
bilitation expenditures thar a taxpayer
elects (0 trear as a separare new
building under section 42(e) may not
de considered part of the -eligible
basis of an existing building under
section 42(dW2)(AXi).

Requirements for Existing Build.
Ty 49

Section 42(dW2)A) and (B) of the
Code provides thar the eligible basis

of an existing building will be zero
unless the building meets the foliow.
ing requirements: (i) the building is
acquired by purchase (as defined in
section 179(d)2)); (ii) there is a peri-
od of at least 10 years between the
date of the building’s acquisition by
the taxpayer and the jater of (I} the
date the buiiding was last placed in
service, or (II) the date of the build-
iRg’s most recent nonqualified sub-
stantial improvement (as defined in
section 42(dX2(DXi)); and {iii) the
buildin, i i

3 existing build-
ings are cligible for a credit allocation
after calendar year 1989 only if a
credit is allowsbie by reason of sub-
under section 42(e).
In determinting when 3 building was
last placed in service for purposes of
satisfying the requirement in section
SAIN2N(BXi) of the Code, section
4AdN2MDXii) provides that certain
Placements in service are not taken
into account. The [990 Acr provides
that as of November 5, 1990 (the date
of its enaciment), any placement in
service of a single-family resideace by
any individual who owned and used
the residence for no other purpose
than as a principal residence is nox
taken into account for purposes of
determining whether the 10-year re.
quirement is met. See section

42(d)2XDXGEXY).
Transfers During the Compiiance
Period ‘

Section 42(dX7XA) and (B) of the
Code provides, in gemeral, that the
requirements of section 42(dX2XB) do
not apply if a taxpayer acquires an
existing building (or interes therein)
forwhichacreditmaﬂowedmmy
prior owner under section 42(a) and
the taxpayer acquires the building (or
interest therein) befare the end of the
building’s compiiance period. In that
case, section 42AdXTXAXi) provides
that the credit allowabie to the tax.
payer for any period after the acquisi-
tion is equal to the amoumt of credit
that would have besp allowable for
that period to the prior owner had
the owner not disposed of the buijld.
ing (or interest therein).
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[n gemeral, a transfer of the proper-
ty resuits in 3 pew placed in service
date if, on the date of the transfer,
the property is ready and availabie
for its intended purpose. See 2 H.R.
Conf. Rep. No. 841, 9%h Cong., 2d
Sess. II-91 (1986). 1986-3 (Val. 4
C.B. 91. However, if section 42(dX7)
of the Code appiies 10 a transfer of
the property, the fact thar the trans-
fer results in a new piaced in service
date does not jeopardire the purchas-
er’s eligibility to claim the low-income
housing credit, because the require-
ments of section 42(dX2XB) do not
apply. According o section 42 4),
the credit will be aljocated among the .
ptrtieson:hebuisof:henumberof
days the building (or interest) was
heid by each,

Definition of o Qualified Low-
Income Housing Project

Under section 42(g)(1) of the Code,
2 ‘“*qualified low-income housing
project’’ is any project for residential
rentalusethumemoneof:hc
following requirements: {A) 20 per-
et or more of the residential upits
in the project are both rent-restricted
and occupied by individuals whose .
incomisSOpam:orlmofarea
median gross income, as adjusted for
family size, or (B) 40 percent or more
of the residential units in the project
are both reni-restricted and occupied
by individuals whose income is 60
percent or less of area median gross
income, as adjusted for family size.
Ounce the taxpayer elects which re.
quirement the project will mest, the
election is irrevocabie.

For buildings not subject to the
amendments of the 1989 Act, section
42(2X2XA) of the Code provides that
2 unit is rent-restricced if the gross
rent (defined in section 42(g)2)(B))
that is paid for the unit does nor
exceed 30 percent of the income limirs
applicabile to the occupants under sec.
tion 42(gX1). For buildings subject to
the amendments of the 1989 Act, a
residentia rental unit is rent-restricred
ifthezrossren:withmpec::othc
unit does not exceed 30 percent of the
imputed income limitation applicable
10 the unit under section 42(gX2)}C).
Furthermore, section 42(g)2)A) pro-
vides that for buildings subject to the
amendments of the 1989 Act, the
amount of the income limitation for
any period shali not be less than the
imitation applicable for the earliest




period the building (whuch contans
the unit) was incinded in the determu-
nation of whether the project is a
qualified low-income housing project.

Under section 42(i}3XB) of the
Cade, low-income units must be suit-
able for occupancy and used other
than on a transient basis. Additional-
ly, section 42iN3INC) provides that no
unit in a building tha: has four or
fewer residential rental units shall be
treated as a low-income unit if the
owner of the units is (i) the occupant
of a residenual unit in the building,
or (ii} is reisted to an occupamt of a
unit (as ‘“‘reiated” is defined in sec-
tion 42(dX2XDXiii)). However, for
calendar years after 1989, if a build-
ing is acquired or rehabilitated under
a development plan of action spon-
sored by a State or local government
or a qualified nonprofit organization
(as defined in section 42(hXSKC)), the
owner-occupant restriction of section
42(1H3XNC) is inappiicable. In this
case, the applicabie fraction shall not
exceed 80 percent of the unit fraction
and any unit that is not rented for 90
days or more shall be treated as
., occupied by the owner of the building
as of the ist day it is not rented.

Recapture of Credit

According to section 42(j)(1} and
(2) of the Code, if at the close of any
tax year in the compliance peripd the
buiiding's qualified basis with respect
10 the taxpayer is less than the basis
as of the close of the preceding tax
year, then the taxpayer is liabie for
additional tax in an amount equal to
the accelernted portion of credits al-
lowed in earlier years with respect to
the reduction in qualified basis, plus
interest. The accelerated portion of
the credit under section 42(j)3) is the
excess of (A) the aggregate credit
allowed for those years for thar basis,
over (B) the aggregare credit that
would be allowable for those years
for that basis if the aggregate credit
that would bave been allowabie for
the entire compliance period were al-
lowabie ratably over 15 years, rather
than 10 years.

If a building fails to remain part of
a qualified low-income housing
project (for example, because of non-
compliance with the minimum set-
aside requirement or the rent restric-
tions or other requirements imposed
on the units constituung the set-aside)
during the building’s |5-year compli-

anc: penod. the taxpayer of taxpay-
ers that owned the building (or inter-
esis theretn) must repay the entire
accelerated portion of the credit, with
interest, for all pnor years. CGenerally,
any change in ownership of a build-
ing during the building’s compliance
period is also a recapture event. See 2
H.R. Conf. Rep. No. 841, at [I-96.

Section 42(j)}(6) of the Code permits
the taxpayer to avoid recapture upon
disposition of the building or an in-
terest therein by furnishing a2 bond to
the Secretary in an amount satisfacto-
ry to the Secretary and for the period
required by the Secretary, if the
buiiding is reasonabiy ecxpecied to
continue 1o be operated as 1 qualified
low-income building. Furthermore,
for partperships consisting of 35 or
more parmners, uniess the partnership
eiects otherwise, no change in owner-
ship will be deemed to occur if within
a 12-month period at least 50 percent
(in value) of the original ownership is
unchanged. See 2 H.R. Conf. Rep.
No. 841, at I]-96, and H.R. Conf.
Rep. No. 1104, 100th Cong., 2d Sess.
11-83 (1988), 1988-3 C.B. 473, 573. A
de minimis ruie may apply to certain
dispositions of intereszs in parner-
ships (other than large partnerships
described in section 42(jX3)) that own
buildings for which a credit was
claimed. See Rev. Rul. 90~&0, 1990-2
C.B. 3, for additional information.

Allocation of Credit by Housing
Credir Agencies

Under section 42(h)X1) of the Code,
a taxpayer may oot claim a credit on
2 qualified low-income building in
excess of the housing credit dollar
amoumt ailocated to the building by
the siate or local housing agency in
whose jurisdiction the building is lo-
cated. However, under setction
42(h}4) a tzxpayer need not obtain 2
credit allocation for the portion of a
building’s eligible basis financed by
an obligation which is subject to the
volume cap of section 46 and the
interest on which is exempt from tax
under section 103. Prior to the 1989
Act, if such an obligation financed 70
percent or more of the aggregue
basis of the building and the land on
which it was located, the entire buiid-
ing was exempt from the limits of
section 42(hX1). Under the 1989 Act,
buildings placed in service after calen-
dar year 1989 are exempt from the
limits of section 42(h)1) if 50 percent

or more of the aggregate basis of the
building and the land on which it s
located are [imanced with such tax-
exempt obligations.

Section S2{hN2XA) of the Code
provides thar the housing credit dollar
amount allocated 0o a building for
any calendar year applies to the buiid-
ing for all tax years in its compliance
period that end during or after the
year of allocation. However, under
section  42(h)1XB), as amended by
TAMRA, an allocation is taken inio
accoynt omly if it occurs oot laer
than the close of the calendar year in*
which the building is placed in service,
uniess one of the exceptions in section
£2MIXC). @), (E), or {F) apply.
Under section 42(b)2XB), the alleca-
tion reduces the credit agency’s alloc-
abie housing oedit dollar amount
only for the year of the ailocation.

QUESTIONS AND ANSWERS

A. Dﬂcrmim:‘dn of Credit Period
Issues

Question 1.

How do taxpayers make the elec-
tion under section 42()1) of the
Code to defer the start of the credit
period?

Answer [,

The building owner may elect un-
der section 42AfX1) of the Code to
begin the credit period (and the com-
pliance period) the year after the
building is placed in service by check-
in:theapproprmeboxonl‘mehm
Part {1 of Form 3609, Low-lncome
Housing Credit Allocstion Certfica-
tion. Form 8609 must be antached 10
the owner’'s federal income tax retum
for each year of the 15-year compli-
ance period, which begins with the
first year of the cvedit period. If the
owner does not claim a low-income
housing credit on its timeiy filed fed-
eral income tax return (taking any
extensions into account) for the year
in which the building is placed in
service, or fails to timely file its
federal income tax return for that
year, the ownmer is deemed to have
made the irrevocabie ciection to begin
the credit period (and the compliance
period) the succeeding tax year. in
the case of buildings held by flow-
through entities, only the entity may
file 2 Form 8609 1o make the eclecuon
upder section 42(f)(1). Only one eiec-
tion may be made per puilding. If
there are multipie owners that are not
members of a flow-through enuty.



and ecach owner flles a Form 8605
with respect (o a building, all of the
Form 8609 for tnar building must be
:onsistens with regard to whether the
election is made. Unless all the own-
zrs of a particular building make the
section 42(f)(1) election, the credit
period and compliance period for that
building will begin with the year in
which the building is placed in ser-
vice. Once made, an election under
secuon 42(f)(1) is binding on the own-
er and all successors in interest.

Question 2,

X, & calendar year corporation,
was created on June 1, 1987, On July
1, 1987, X piaced in service a quali-
fied low-income building. If X choos-
es not 1o defer the beginning of the
credit period under section 42(f)1) of
the Code, when does the credit period
for the buiiding begin?

Answer 2,

A building's credit period is the
period of 10 years (120 months) be-
ginning with the first day of the tax
year in which the buiiding is placed in
service, or the succeeding tax year if
the ejection under section 42(f)(1) of
he Code is made. The tax year that 3
ouilding is placed in service is deter-
mined, at the ume of placsment in
service, by the tax vear of the owner
who placed the building in service
and is not affected by subsequent
changes in the tax year of that owner
or by the introduction of subsequent
owners with different tax years.

Each building has oniy one credit
period. For purposes of section 42D
of the Code, when the first tax year
of the credit period is a short tax
year, the credit period begins 12
months before the end of the short
tax year. In other words, the credit
period begins on what would have
been the first day of the tax year, had
the tax year not besn a shorr tax
year.

Because X came into existence on
lune 1, 1987, X had a short 1tax year
for calendar year 1987. Becauyse X did
not elect to defer the start of the
credit period to the succeeding year,
which would have been its first full
tax vear. the building's credit penod
hegan 12 months before the end of
€'s short 1ax year. Therefore. the
credit period began Januwary |, 1987,
rather than the first day of the shom
tax year. June |, 1987, The credit for
the first vear of the credit period 15

computed according to the first-year
conyenuon in secuon 42(N(2) of the
Code.

B. Credir Compuarion Issues

Question 3.

X. a calendar year corporation.
placed a newly consiructed quaiified
low-income building in service on
February [, 1987. X recetved a
590,000 housing credit allocation for
1987 from the state Y housing credit
agency based upon the 9 percent ap-
piicable credit percentage and had a
qualified basis in the building as of
December 31, 1987, of $1,000,000. X
did not efect 10 defer the start of the

credit period under section 42(fX1) of .

the Code. For calendar year 1987, X
claimed a credit using the first-year
convention of section 42(f)}2).

During calendar year 1988 (the sec-
ond year of the credit period), be-
cause of a change in annual account-
ing period permitted upder section
442 of the Code., X made a short-
period return for the 3-month period
beginning January 1, 1988, and end-
ing August 31, 1988, May X claim
any low-income housing credit on its
short-period return?

Answer 3.

Yes. As Answer 2 explains, the
building’s credit period is determnined,
at the time of placement in servics,
by reference to the tax year of the
owner who pilaced the building in
service, and is not affected by subse-
quent changes in the owner's tax
year. The amount of credit thar a
particular owner may claim on its
return for a tax year is determined on
the iast day of that ownet's tax year.
Betause X was a calendar year tax-
payer and did not elect to defer the
start of the credit period. the build-
ing's credit period begins January 1.
1987, and ends December 31, 1996.

ln accordance with section 42{a) of
the Code, the amount of credit that
X may claim on the shon-period
return is an amount egual to the
product of the applicable percentage
of 9 percent and 8/12 of the buiid-
ing's qualified basis as of August 31,
1988, X is entitled to only 8/12 of the
applicable percentage of the qualified
basis on the last day of the shori-
period tax year because the shon
peniod includes only 8 months, If the
qualified basis was 51,000,000 on Au-
gust 31, 1988, X would be aliowed 10
clam a c¢redit on irs shor-period
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reurn of $60,000 ((.09) x (8/12 x
51.000,000)}. Assuming X retaing
ownership of the building, continues
(0 comply with the requirements of
section 42 of the Code and remains
on an August 3i tax year, for each
suceesding 1ax year in the credit peri-
od the credit is based upon the quali-
fied basis as of August 31 of that tax
vear. [f the qualified basis on August
31, 1989, is $1,000.000, X may claim
& credit of  $90,000 [(the applicabie
pereentage, .09) x (51,000,000)] on its
federal income tax return for the tax
year ending August 31, 1989.

The last 4 months in the eredit
period (September 1996 through De-
cember 1996) are inciuded in X"s tax
year beginning September 1, 1996,
and ending August 31, 1997. The
credit for those 4 months is based
upon 4/12 of the qualified basis as of
August 31, 1997. The credit for X™s
tax year eanding August 3I, 1997,
consists of the credit for the last 4
months of the credit period pilus the
disallowed first year credit amount
that is carried over to the 1ith year
under section 42(f}2XB) of the Code.
See Question and Answer 5 below,

C. Availability of Credit to Subse-
quent Purchasers

Question 4.

What is the meaning of the word
“*allowed’’ as- used im section
42(d)THBXI) of the Code, which per-
mits a subsequent owner 1o step into
the shoes of a2 prior owner and claim
a4 cedit on a quaiified low-income
buiiding, but onmly if the credit was
*allowed' 10 a prior owner?

Answer 4,

For purposes of section 42(d)(7)(B)-
(i} of the Code, the term *‘allowed’’
may aiso mean ‘‘asllowabie.”” [f a
qualified low-income buiiding is ac-
quired during the building’s compli-
ance period, section 42(dXT)BXi) re-
quires that a credit must have been
allowed to 2 prior owner of the
building if the new owmer is to con-
tinue claiming the credit. In this man-
ner, credits may be transferred to the
new purchaser of a building (or inter-
est therein) during the period for
which the property is eligible o re-
ceive the credit, with the new pur-
chaser *‘stepping into the shoes' of
the seiler as to credit percentage,
basis, and liability for compliance
and recaprure. See 2 H.R. Conf. Rep.
No. 841, at [1-87. The purchaser’s



basis upon acquisition of the building
ior interest thermn) for secuon 42

urposes equais the eligible basis of
the building {or interest therein)
whether the purchase price is greater
or less than that basis. ~

A credit need not actually have
been claimed by a prior owaer in
order for a subsequent owner 10
claim the credit under sectien 42(d}(7)
of the Code. If a taxpayer transfers a
qualified low-income building {(or an
interest therein) before actuaily claim-
ing a credit, but after having received
an allocadon or having qualified for
the credit without an allocation (as
provided in this ruling) under section
42(h}4XB), the credit will be consid-
ered allowed to the prior owner for
purposes of section 42(dXTHBXI).
However, in order to be treated as
having been allowed 2 credit, a prior
owner must have actually received a
low-income housing credit allocation
for the building from a state housing
credit agency before the transfer or
must have actually qualified for the
credit under section 42(hX4)(B).

A stare credit agency makes an
. location after reviewing the applica-
tion submitted by the building owner
and determining that the building will
probably quaiify as a qualified low-
income building. A state credit agen-
¢y may issue a reservation of a credit
amount or a binding commitment to
allocate credit in a later year as a
prelimipary step to issuing a credit
allocation but, uniike a credit alioca-
tion, a reservaton or a binding com-
mitment may be revoked (for exam-
ple, if specified conditons are oot
met by the building owner). There-
fore, if a taxpayer transfers a quali-
fied low-income building (or an inter-
est theren) after the state agency
reserves 3 low-income credit for that
puilding but before the agency actual-
ly allocates that credit 1o that buiid-
ing, the credit will not be considered
allowed to the prior owner within the
meaning of section 42(dXTHBXI) of
the Code. If the credit is not consid-
ered allowed 1o the prior owner but
the building has not been placed in

service so that there is no volation of
the 10-vear rule in section 42(dX2XB)-
(i) (and if the requirements of section
42 are otherwise met), the purchaser
may apply to the state housing credit
agency for an allocation of credit.

If a taxpayer receives an allocation
with respect t¢ a2 new building dunng
the construction periad of the build-
ing, as wmay be the case where the
taxpayer expects to use the 10 percent
carryover allocation ruie in section
42(h)}IXE) of the Code, and transfers
the building (or an inmterest therein)
before the buiiding is placed in ser-
vice, the purchaser will take an eligi-
ble basis in the building (or interest
therein) equal to the transferor's eligi-
bie basis in the building (or interest)
at the tme of transfer, whether the
purchase price is greater or less than
that basis. Because the property has
not yet been placed in service, the
cligible basis of the buiiding has not
yer been determined. The purchaser’s
cligible basis is determined at the end
of the first tax year of the credit
period. That eligible basis consists of
both the transferor’s cligible basis at
the time of transfer and any addition-
al costs incurred by the purchaser
after the transfer, 10 the extent in-
cludibie in eligble basis.

In the case of buildings piaced in
service after 1989 and financed with
tax-exempt bonds issued after 1989, if
a credit allocation is not necessary
because the building meets the re-
quirements of section 42(hX4XB) of
the Code, the credit will be consid-
ered allowed to the prior owner for
purpases of section A2{dXTHBX1)
when the foliowing condidons are
met: {1) the tax-exempt obligations
have been issued; (2) the building has
met the requirements for allocation of
a housing credit dollar amount under
the qualified allocation pian applica-
ble to the area in which the project is
located as regquired by section
42(m)(I1ND); (3} the governmental
unit issuing the bonds has determined
the credit dollar amount pecessary for
the financial feasibility of the project
and its viability as a qualified low-

income  housing project throughout
the credit period as required by sec-
tion 42(m}2XD); and (4) the stare
housing credit agency has assigned a
building identification number
(B.I.N.) to the building as is custom-
arily done when an aliocation of cred-
it is made by the state housing credit
agency.

In the case of buildings financed
with tax-exempt bonds issued before
1990, if a credit allocation is not
necessary because the building meets
the requirements of secton 42(h)}4)
(B) of the Code, the credit will be
considered allowed to the prior owner |
for purposes of section 42(dXTHBXi)
when the following conditons are
met: (1) the tax-exempt obligations
have been issued: and (2) the state

. housing credit agency has assigned a

B.I.N. to the building as is customar-
ily done when an allocation of credit
is made by the state housing credit
agency.

Question J.
On March 1, 1987, developer D, 2

calendar-year taxpayer, piaced in ser-
vice 2 newly completed qualified low-
income building. The building con-
sisted of 10 - nits, all of which were
expected to De occupied Dby low-
income tenants. The qualified basis of
the building was $100,000. D reczived
a $9.000 housing tredit doilar amount
allocarion. for 1987 from the state
housing credit agency based upon the
9 percent applicable percentage for
newly constructed non-federaily-sub-
sidized buiidings. D chose not (o
make the eclection under section
42(0)(1) of the Code to defer the stant
of the credit period. Om July 20,
1987. D sold the building to T, whose
tax year ends August 31. At the ume
of sale. D had not yet claimed any
credit with respect to the building for
the period preceding the transfer. Ta-
ble | shows the number of units in
the building that were occupied by
low-income tenants ar the close of
each full month between March 1.
1987, and December 31, 1987, the
close of the tax year during which the
building was placed in service.



Rev. Rul. $1-38, Table ]

Total number

I Number of occupied
i Month low-income unirs of units
March 2 10
| April - 2 10
| May 2 10
June 2 10
July 4 10
August 6 10
September 7 10
October 9 10 E
November 10 10 !
December 10 10 !

Is T cligibie for the low-income
housing credit under section 42 of the
* Code?

Answer 5.

Yes. Although D had not claimed
any of the low-income housing credit
prior to the transfer, D received a
housing- credit dollar amount alioca-
tion before the sale of the property,
and D would have been allowed to
claim a credit if D had retained
ownership of the property and had
complied with the requirements of
section 42 of the Code. Therefore,
under section 42(d¥?), T may **step
inzo the shoes™ of D and may claim
the tax credit thar would have been
allowabie to D for'the period after
the acquisition, provided that T com-
plies with the requirements of section
42. See Question and Answer 4.

The building's credit period is de-
termined by reference 1o the tax year
(at the tme of placement in service)
of D, the ownmer who plaged the
building in service, and is not affect-
ed by differing rax years of succesd.
ing owners. However, the amount of
credit thar 2 particular owner may
claim on a return for a tax year is
determined on the last day of that
owner's tax year. Had D, a calendar-
year waxpayer, chosen to make the
election under section 42(0)(1) of the
Code to defer the start of the credit
period. T would have calcuiated the
credit as of Jaguary |, 1988, the first
day of the first year of the buiiding's
credit period, even though 7 owned
the building prior to the start of the
credit period.

For purposes of section 42(f}(4) of
the Code, the owner who has heid the
property for the longest period during
the month in which a tramsfer occurs
is deemed to have held the property

for the entire month and may claim a
credic accordingly. In cases in which
the transferor and transferee have
held the property for the same
amount of time during the month of
the transfer, the transferor is deemed
10 have heid the property for the
entire month and the transferee’s

ovwnership of the property is desmed ’

10 begin the first day of the following
month. In this example, for purposes
of calcularing the credit that 7 is
entitled to cligim, T does not immedi-
ately ‘‘step into the shoes” of D
when the transfer occurs oa July 20,
1987. Instead, because D held the
property for more than half of the
month of July, T may not begin
claiming the credit that would have
been aliowable 1o D until August I,
1987. Thereafter, T may claim the
credit that wouid have been ailowable
tc D until the ead of the credit period
{assuming 7 retains ownership of the
property and the requirements of sec-
tion 42 of the Code are otherwise
met).

Because D, the taxpayer thar placed
the building in service, was a caiendar
year taxpsyer and because D chose
oot to make the election under sec-
tion 42{f)X1) of the Code to defer the
start of the credit period, the build-
ing's credit period begins the first day
of caiendar year 1987 (January 1,
1987} and continues for 120 months
(until December 31, 1996). The first
year of the building’s credit period is
the period from January 1, 1987,
through December 31, 1987.

Under section 42(f)}(2) of the Code,
the appiicabie fraction used for deter-
mning the credit with respect to any
building for the first tax year of the
credit period is 1/12 of the sum of
the appiicable fractions determined
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under secton 42{c)(1) as of the cidse”
of each full month of that year dur-
ing which the building was in service.
The sum of the applicable fractions
determined under section 42(c)(1) for
the period between March I, 1987
(the date the building was placed in
service), and July 31, 1987 (the date
through which D is deemed to have
owned the propenty), is 2710 + 2/10
+ 2710 + 2710 + 4/10, for a total
of twelve-tenths (12/10), which when
divided by 12, yieids 1/10 or 0.].
Under section 42(f)(2), the credit
amount that pertains to the portion
of the tax year from March 1, 1987,
to July 31, 1987, is $900 (the applica-
bie fraction of 0.1 times the eligible
basis of $100,000 times the applicabie
percentage of .09). Whether D may
claim this credit amount will be deter.
mined under section 42(j) (relating to
recapture of the credit and the post-
ing of a bond). See Rev. Rul. 90-50,
1990-2 C.B. 3, for additional infor-
mation on recapture of the credit and
the posting of a bond. T is not
cutitled o0 claim this credit amount
because T may claim the credit only
for the period after T acquires the
property. However, during the month
that T owns the property during its
tax year ending August 31, 1987, the
applicable fraction is 6/10. Therefore,
T may claim a credit on its federal
income tax return for the tax year
ending August 11, 1987, in the
amount of $450 (the appiicable frac-
tion of 0.05 or (6/10 tmes 1/12)
times the eligibie basis of $100,000
times the applicable percentage of
.09).

The credit for the first 4 months or
T's succeeding tax year, which begins
September 1, [987, and ends August
31, 1988, suill must be determined



according to the firsi-year cogvenuon
in secuon 42(M)2) of the Code. Thus
is because those months are still part
of the first vear of the building's
credit penod. The sum of the month-
iy applicabie fractions determined un-
der secuon 42(c)(1) for the period
from September |, 1987, to December
3. 1987, is 36710 or 3.6, which,
when divided by 12 and muitiplied by
the eligible basis of $100,000 and the
applicabie percentage of .09, vields a
credit amount of $2,700.

If on August 31, 1988, in T's
succeeding tax year, the applicable
fraction under secton 42{cX1) of the
Code is 10710 or 1.0, then T's quali-
fied basis at the end of thar tax year
is $100,000 (1.0 times $100,000 of
eligible basis). The credit for the re-
maining 8 months in Ty tax year
beginping September 1, 1987, and
ending August 31, 1988, is $6.000
(8/12 times $100,000 of qualified ba-
sis tirnes the appiicable percentage of
.09). T's total credit amount for the
tax year beginning September I, 1987,
and ending August 31, 1988, is 58,700
(82,700 + 56,000).

For each of T's succeeding (ax
years in the credit period, the credit 15
based upon the qualified basis as of
the last day of T's tax year {August
31). The last 4 months in the credit
period (September 1996 through De-
cember 1996) are inciuded in Ts tax
year beginning September 1, 1996,
and ending August 31, 1997. The
credit for those 4 months is based
upon 4/12 of the qualified basis as of
August 31, 1997. The credit for T's
1ax year ending August 3i, 1997,
consists of the credit for the last 4
months of the credit period pius the
disallowed first-year credit amount
that is carried over to the llth year
under section 42(F}2XB) of the Code.

The disallowed first.year credit
amount is calculated in the following
manner: if the first-year convention
of section 42(N(2) of the Code had
not applied to the caiculation of the
credit for the first year of the build-
ing’s credit period, the credit amouant
would have been $9.000 based upon
an applicable fraction for that build-
ing of 10710 as of December 31,
1987, multiplied by the eligible basis
on that date of 3100.000, muitiplied
by the appiicabie percentage of .09.
However, because of the first-year
convention of section 42(fK2), the
aliowable credit with respect to the

buiiding for the first tax year in the
credit period was only 34,050 (5$%00
allowable to D for the period prior 0
T's acqusition of the building -
$450 allowabie to T for its tax vear
ending August 31, 1987, + $2.700
for the period between September 1.
1987, and December 31, 1987, allow-
able to T for part of its tax year
ending August 31, 1988). Therefore,
the carryover credit amount is 34,950
{the difference between 39,000 and
$4,050). .

This carryover credit is allowabie
for the first tax year ending after
December 31, 1996, the date the cred-
it period ends. Accordingly, for T's
tax year ending August 31, 1997, T
caiculates the credit for the last 4
months of the credit period (the peri-
od betwesn August 31, 1996, and
December 31, 1996), and adds to this
the carryover credit. For Ts tax year
ending August 31, 1997, T may claim
$3.000 for the 4 month period be-
tween September 1, 1996, and Decem-
ber 31, 1996, pius the carryover
amount of $4,950, for a total credit
in that year of §7,950.

D. Rehagbilitation Expenditures [ssues

Question 6.

{f a taxpayer begins the rehabilita-
tion of an existing building in Janu-
ary 1987 and compietes the rebabilita-
tion in December 1987, less than 24
months after the rehabilitation began,
must the taxpayer wait until Decem-
ber 1988, a 24-month period, before
the rehabilitation expenditures are
treated as placed in service under
section 42(eX4XA) of the Code?

Answer §.

No. Under section 42(ed3XA) of
the Code, 3 taxpayer may aggregae
all rehabilitation expenditures in-
curred during any 24-month period
for purposes of meeting the minimum
expenditures requirement of secdon
42(e)(3)(A). Although section
42(eX4XA) treats the expenditures ag-
gregated under section 42(eX3INA) as
placed in service at the close of the
24-month period permitted for aggre-
gating such expenditures, if the reha-
bilitation is completed and the mini-
mum expenditures requirement of
section 42(e)(3XA) is met in less than
24 months, the expenditures may be
treated as piaced in service at the
ciose of that period; however, in no
event may the aggregation period ex-
csed 24 months. Therefore, rehabili-

tation expenditures are treated as
ptaced in service at the close of the
Zd-month or shorter aggregauon pen-
od in which the renabilitation s zom-
pieted and the expenditures require-
ment of sectiop 42(ed3IHA) 15 me:.
Only those rehabilitation expenditures
subject to the amendments made by
section 20i(a) of the 1986 Act {requir-
ing 27.5 year depreciation of residen-
tial rental property) are eligibie for
the low-income housing credit under
section 42. Expenditures incurred pn-
or to 1987 and not placed in service
prior to 1987 may be eligible for the
credit, if the expendintres are subject -
to the amendments made by section
201(a) of the 1986 Act. See section
42(cX2NB).

Question 7.

During the period from March 1,
1987, through December 31, 1987, A,
the owner of an existing building,
incurred substantial rehabilitation ex-
penditures in amounts that met or
exceeded the minimum expenditures
requirement of section 42(eXINA) of
the Code. These expenditures were
not federaily subsidized. On.J}anuary
1, 1988, A sold the building to 8. On
that date, the building did not mes:
the requirements for an existng
building under section 42(dX2XB) (in
particular, the. 10-year requirement of
section 42(dX2XBXii)); bowever, B
bought the property before the reha-
bilitation expenditures were placed In
service. May B receive a housing
credit doliar amount in 1988 based
upon the 9 percent applicabie percent-
age (the 70 percent present value
credit) for the rehabilitation expendi-
tures?

housing credit dollar amount alloca-
ton for the rehabilitation expendi-
tures A had incurred before selling
the property to B8, no credit was
vallowed” 1o A as a prior owner
and, therefore, the rules of section
42dX7) of the Code do not apply.
See ion and Answer 4. Howev-
er, sectioa 1.167(k)-1(BX1) of the reg-
ulations provides rules governing
when a taxpayer is treated as having
paid or incurred rehabilitation expen-
ditures. Although the clecnon unae
section 167(k) of the Code may no
longer be made with respect to rena-
pilitation expenditures o 2 fow-
income rental housing building, rues



similar 10 those of secrion
1.167(k )~ 1{bX}1) will generally sull ap-
ply in determining when rehabilitation
expenditures are treated as paid or
incurred Dy the taxpayer under sec-
ton 42. Because 8 acquired the prop-
erty atributable to the Tebabilitation
expenditures befors such property
wis placed in service, section
LI67(k)}=1(bX1) treats B as having
paid or incurred the expenditures to
the extent of the lesser of the rehabil-
itation expendirures paid or incurred
before B’s acquisition or &'s cost or
other basis attributabie to the rehabil-
iration expendimires. Accordingly, for
purposes of section 42, B's basis in
the rehabilitation expenditures is the
lesser of A's basis in the rehabilita-
tion expenditures at the time of trans-
fer (in generai, A's actyal cost paid
or incurred for the rehabilitarion ex-
penses prior to January 1, 1988), or
&'s cost or other basis for the proper-
ty amributable to the rehabilitation
expenditures paid or incurred before
thar date. When B piaces the rehabilj-
tated property in service, that pro-
perty’s original use is considered 1o
begin with 3.

If A had piaced the rehabilitation
expenditures in service for deprecia-
tion purposes before seiling the buiid-
ing to B, B wouid not be treated as
having paid or incurred the expendi-
tures under section 42 of the Code or
section 1.167(k}-1(bX1) of the reguia-
tions because B would have acguired
the property artributabie to the reha-
bilitation expenditures after that
property was placed in servics. in
order for 8 to be eligibie to receive a
housing credit dollar amount for the
cost of acguiring the building, the
building would have 10 meet the re-
quirements for an existi building
under section 42(d)}2XB) of the Code
(including the requiremen: that thers
be a period of at least 10 years
between the date of the building’s
acquisition and the later of (I) the
date the building was last placed in
service, or (II) the date of the most
recent nonqualified substantiaj jm.
provement of the building as defined
in section 42(d)(2XD)).

Question §.

Assume the same facts as in Ques-
ftion 7, except that A incurred rehabii-
itation expenditures thar did not
equal or exceed the minimum pre-
scribed by section 42eX3INA)} of the
Code. Is B eligible 1o recsive an

allocation of credit with regard to the
rehabilitation expenditures that A in-
curreg?

Answer 8.

Yes. Section L.167(k)=1(0)(1) of the
regulations treats B as having paid or
incurred the expenditures, and a simj.
lar rute will be applied for purposes
of section 42 of the Code. Under
section 42{eX$), 5 may elect to trear
A's expeaditures cither as (a) part of
the eligible basis of an existing build.
ing that tmeets the requirements of
section 42(dX2)(B), or (b) part of a
series of expenditures treated as a
Separaie pew building under section
42(e).

(a}IftheexistingbuﬂdingnhatB
purchased met the requirements of
section  42(dX2XB) of the Code, B
could inciude the rehabilitation ex-
penditures in the building’s eligibie
basis under section 42(dX2XAXI) but
only to the extent the cost of the
expenditures is not already reflected
in the purchase price for the building.
B would be eligible 10 receive an
aliocation of credit, based upon the
30 percent present value credit for
existing buildings, with respect to the
building’s entire eligible basis. How-
ever, see Note, below.

(b) Alternatively, regardless of
whether the buildicg meets the re.
quirements of secrion 42dX2XB) of
the Code, B may continue 1o make
rehabilitation expeaditures and may
count the expenditures made by 4
toward the amount prescribed by sec.
tion 42(eX3). Because the expendi-
tures were not federally subsidized,
once the aggregate rehabilitation ex-
penditures meet the requirements of
section 42(e), B would be eligible to
recsive an allocation of credit, based
upon the 70 percent present vajue
credit for new buildings, with respect
to the cligible basis artributable to the
#ggregate rehabilitation expenditures.

Note: Under section 7108(d)(1) of
the 1989 Act, generally effecrive for
allocations of credit after December
31, 1989, an existing building is not
eligibie for the credit uniess an ailoca-
tion of credit is allowabie by reason
of substantial rehabilitation of the
buiiding under section 42e) of the
Code. Therefore, the rehabilitarion
expenditures would have to equal at
least the minimum amount prescribed
by section 42(el3XA) if the building
15 to be cligible for any credit,
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E. /G-Year Ownership
for Existing Buildings

Question 9.

Section A2(AN2UBIUEND) of ihe
Code requires that there be 3z mum-
mum of [0 years between the date a
taxpayer acquires an existing buiiding
and the date the building was fast
placed in service. Does this reguire.
ment apply only if the building was
last placed in service as residential
rental property?

Answer 9.

No. Exeept as provided in section
42(dN2XDXii) of the Code, for pur- ..
poses of section 42(dX2)(B)}(ii)(D),
there must be 2 mirimum of 10 years
between the date 3 taxpayer acquires
an existing building and the date the
building was last placed in servics for
any purpose, whether in a trade or
business, in the production of in-
come, in a tax-exempt acuivity, or in
a personal activity.

F. Qualified Residentiai Rentgi Prop-
ety

Question 10,

If a taxpayer owned a home and
used it as a personal residence can the
axpayer in 1987 convert the praperty
into residential rencal property for
low-income housing and claim a tax
credit for an existing building under
section 42(d) of the Code withour
substantially rehabilitating the build-
ing as described in section 42(e)?

Answer [0

No. In this situation, the taxpaver
previousiy placed the building in ser-
vice as a personal residence. Under
section 42AM2XANi) and (B)ii) of
the Code, an ecxistng building has an
cligible basis of zero if it was previ-
ously piaced in service by the taxpay-
er or by anmy whe was 3
reiated person (as defined in seciion
42(dX2XDXiii)) with regard 10 the
laxpayer as of the ume the building
was previously placed in service. This
is the case regardiess of whether the
taxpayer placed the building in servics
as a personal residence more than |0
years ago (i.e., regardless of whether
the 10-year requirement of section
42(dXN2NBXii) is met).

However, if the taxpaver converts
the propenty into raidenu‘a; reatal
property for low-income housing a.pd.
in so doing, imcurs substantia] reha-
bilitation expenditures in the amount
prescribed by section 42(e}3) of ths

Requiremen;




Code, the taxpayer may tremr the
rehabilitarion expenditures as a sepa-
rate new building under section
42(e)(1). Because the reguirements of
section 42(dX2XB) do not apply to
new buildings, the taxpayer wouid be
eligible for a low-ingdme housing
credit allocation based on the quali-
fied basis attributable to the aggre-
gate rehabilitation expenditures.

Question [,

Taxpayer 4 bought a newlv<con-
strucied, single-family home in 1979
and piaced it in service as residential
rental property. The property was
residestial rental property from 1579
to 1985, when 4 sold the property to
B who used it solely as a personal
residence from 1985 10 1991. In 1991,
if C purchases the property, substan.
tiaily rehabilitates the property, and
converts it into residential rental
propenty for low-income housing,
may C receive 3 tax credit for acquisi-
toa and rehabilitation of an existing
building under section 42{d) of the
Code?

Answer |},

Yes. Although there has only been
2 period of 6 years between the date
C acquired the property and the date
the property was last placed in service
by B, section 42(dX2}DXiiXVY) of the
Code, as added by the 1990 Act,
provides that for allocations of credit
made after 1990, there shail not be
taken into account, in determining
when a building was last placed in
service, any placement in service of a
single-family residencs by any individ-
ual who owned and used such resi-
dence for no other purpose than as a
principal residence. Under this provi-
sion, 8's placement in service is oot
taken into account for purposes of
the l0-year requirement of section
42(dX2BXi). Therefore, there has
been at least 10 yeurs between the
date C acquired the property in 1991,
and the date the building was last
placed in service by A in 1979 as
residential rental property. Assuming
the building meets the other require.
ments of section 42(d}2XB) applica-
bie to existing buiidings (inciuding the
requirement that a credit is allowable
to the building for substantial rehabii.
itation under section 42(e), uniess the
exception in section 42(N(5)N(B)
applies), C may be eligible to reczive
a housing credit dollar amount for

acqusition and rehabilitation of the
singie-family home.

G. Renr-restricted Residential Renmial
Unit

Question 12.

Must the cost of meals provided in
a common dining facilicy of a low-
income .project be inciuded in gross

rent under section 42(gW2XA) of the
Code? '

Answer (2.

Section 42(gKZXA) of the Code
provides that a residential rental unit
is rent-restricted if the gross remt
(defined in section 42gX2XB)) that is
paid for the unit does not exceed 30
percent of the income Limits applica-
bie to the tenmaots under section
42(gX1).

Notice §9-6, 1989-1 C.B. 625, p
vides that the furnishing of services
other than housing (whether or not
such services are significant) will not
prevent property from qualifying as
residential rentai property. However,
any charges for services that are not
optonal to low-income tepants must
be included in gross remt for purposes
of section 42{gX2XA) of the Code. A
service is opuonal if paymen: for the
service 1 not required as a condition
of occupancy.

In the case of a quaiified low-
income building with 2 common din-
ing facility, if a practical alternative
exists for temanis to obtain meals
other than from the dining facility,
and if payment for the meals in the
facility is not required as a condition
of occupancy, the comt of the mesis
will not be included in gross rent for
purposes of section 42(gX2XA) of the
Code.

The requiremnent that a practical
aiternative exists for tenants to obtain
meais other than from the dining
facility shall appiy 10 projects receiv.
ing allocations of housing credit dol-
lar amounts after caiendar year 1991,
and for projects act subject to the
ailocation limits, the requirement
shail apply to projects piaced in ser-
vice after calendar year 1991.

EFFECTIVE DATE

The Internal Revenue Service may
issuc reguiations addressing some of
the points covered by this ruling. To
-the extent the reguiations are incon-
xistent with the guidsnce provided by
" this ruling, the reguiations will have
prospective effect. Taxpayers may
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therefore reiy on the provisions of
this ruling untl further guidance 15
published.

DRAFTING INFORMATION

The principal author of this reve-
nue ruling is Donna Young of the
Office of Assistant Chief Counsel
{Passthroughs and Speciai Industries).
For [urther information regarding
this revenue ruling contact Ms.
Young on (202) 377-6349 (not a toll-
free cail).
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DEPARTMENT OF THE TREASURY
Internal Revenue Service

26 CFR Part 1
[TD 8732]
RIN 1545-AT60

Available Unit Rule

AGENCY: Internal Revenue Service (IRS).
Treasury.

ACTION: Final regulations.

SUMMARY: This document contains final
regulations concerning the treatment of
low-income housing units in a building
that is occupied by individuals whase
incomes increase above 140 percent of
the income limitation applicable under
section 42(g)(1). These regulations affect
owners of those buildings who claim the
low-income housing tax credit.
DATES: These regulations are effective
September 26, 1997.

or dates of applicability of these
regulations, see § 1.42-15(i).
FOR FURTHER INFORMATION CONTACT:
David Selig, (202) 622-3040 (not a toll-
free number).

SUPPLEMENTARY INFOHMAﬂéN:
Background .

On May 30, 1996, the IRS published
a notice of proposed rulemaking in the
Federal Register (PS~29-95 at 61 FR
27036) proposing amendments to the
Income Tax Regulations (26 CFR part 1)
under section 42(g)(2) (D) of the Internal
Revenue Code. A public hearing was
scheduled for September 17, 1996,
i pursuant to a notice of public hearing
published simultaneously with the
D notice of proposgd rulemaking. .
However, the IRS received no requests
REC El VE to speak at the public hearing, and no
public hearing was held. Written
0cT O 91097 comments responding to the notice were
received. After consideration of all the
L : comments, the proposed regulations are
LiHiv PHUGHAM adopted as revised by this 'Ig'reasury
decision.

Explanation of Revisions and Summary
of Comments

The general rule in section
42(g) (2)(D) (i) provides that if the income
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of an occupant of a lowsincome unit
increases above the Income limitation
applicable under section 42(g){1}, the
Uit continues to be treated as a low-
income unit. This ganeral rule only
applies if the cccupant's income
inically met the incomse {lmitation and
the unit continues to be rent-rastricted.
Section 42(g) (2) D) {{i). howaver,
provides an exception to the general
rule in section 42 (g} (2){D) (). Under this
exception, the unit ceases being treated
as a low-income unit wien two
conditions occur. The firsr conditen is
that the occupant's income increases
abave 140 percent of the income
limitation applicable under section
42(g){1), or zbove 17C percent for a deep
renit skewed project ¢escribed in section
142(d)} (4} (B) (applicable income
limvitadon}. Waen this occurs, the unit
bacomes an over-iricome unit. The
second conditeon is that a new
occupant, whose income exceeds the
applicable income limitation
nongualified resident), occupies any
residential unit in the butiding of a
cemparable or smaller size {comparable
undt}.

Rulas and DeflInittons

Cne cormnmentator suggested that the
available unit rule under the propased
regulaticns did not clearly indicate
wirether the aggregate income of all
eccaparits of 2 unit is taken inco
account. Accordingly, the final
regulations clarify that an over-income
it means a low-lncome unit in which
the aggregats inccme of the occupanss of
the unit increases above 14§ percent of
tha applicable income limitation under
section 42/g) (1}, or above 170 percent of
the applicable income limitation for
deep rent sikewed projecte deseribed in
section 142(d)(4) B).

Commentarors reguested that the fral
regularions specily whether a
comparable unit ts measurad by floor
space or number of bedrooms. The (inal
regulations provide that 2 comparable

=unit must be measured by the same
<method the taxpayer used to determine
qualified basis for the credit yearin
=.wich the comparable unit became

Iakla

2 Sama commentaors statad chat the

Dprovision in the proposed regulations

T-thac all available comparable units {net
Tjust the “next available™ unit} must be

rented to qualified residents o continue
treating an over-income unit as a low-
jncome unit 3 inconsistent with the
ticle of section 42{(g) (2)(D}{ii). Although
the title of that pravision uses the term
nexty  ° ble unit, the text of the rule
providas that if any availabie
¢omparable unit {s accupied by a
nongualified resident, the over-incoms

urit ceases ta be treated a3 a low-
income unit. This means thatif a
tuilding has more than one gver-incoime
urit, renting any available comparable
unit (a comparably stzed or smaller
unit) to a qualified resident preserves
the status of all over<tncome urnlts as
low-Income units. Similarcly. {f any
available comparable unit is rented to 2
rnionqualifiad resident, all over-income
umits for which the avallable unit way

a comparable unit lose their status as
low-income unirs; thus, comparably
sized or largar aver-income units would
lose their status as low-income units. In
operation. this rieans that the owner
must continue to rent any available
comparable unit to a qualified resident
until the percentage of low-income units
in 2 building (excluding the ovar-
income units) Is equal to the percentage
of low-income units on which the credit
is based, At that point, falure ta
maintain the over-income units as low-
incorne units has no immediate
significance. (However, the failure to
maintain an over-income unit as a low-
income unit may affect the owner's
decision of whether of not to rent a
particular avallable unit at markst rate
at a [ater iime.) Consequently, the final
regulations provide that all available
comparatle units in the building. not
only the next available comparable unit,
must be rented to qualified residents w
retain the low-{ncome status of the over-
income units.

Application of Rules on a Building by
Eriicing Basis

The proposed regulations provide that
in a project containing more than one
low-income building, the available unit
rule applies separately to each bullding,
Some commentatars suggested that the
regulations should permit residents of
over-income units w move to available
units in different buildings within the
same {ow-income housing project
without violaang the availakle unit rule.
Howavar, hacausa the requirements
under section 42 must be satisfied ona
building by butlding basis, the final
regulations provide that tha available
unit rufe only permits a currentresident
to move to another unit within (he same
building of a low-income housing
project.

n zddition, in response (o reguests
from sevaral commentators. the final
regulations make clear that when a
current resident moves 1o a different
unit within the same low-incoma
building, the units exchange status. (See
exampile 2 of § 1.42-15(g} of the
proposed rcgulations and § 1.42-15(h)
of the final regulators.} Thus, the
newly occupied unit adopts the stanus of
the vacated unit and the vacated unit

zasumnes the starus the newly occupied
unit had immediately priorto its -
occupancy by the qualifying residents,
Tlirming Issues

The methods of committing rental
unita to tenant varies in diffarent
jurisdictions. Howaver, it is a common
rental practice o have some form of
preliminary reservation for a unir prior
to the date on which s lease is signed
or the unit is occupied. Thus, several
commentators have requested
clarification that once a unit is reserved
for a prospective tenant, it is no longer
ureated as avatlable for purposes of the
available unit rule. Accordingly. the  °
final reguiatiens provide that a unit is
not avatlable for purposes of the
availabla unit rule when the unit Is no
lenger available for rentdue to a
i’eservatlon that is binding under local

aw.

Finally, financing arrangements using
obligadons that purport o be exempt
facility bonds under section 142 must
meet the requirements of sections 103
and 141 through 1350 for 1nterest on the
ohligatiens to be excluded from gross
income under section 103(a). The
requirements under section 142(d) may
differ from thasa under section 42.
Accordingly, the flnal regulations
provide that the rules under the final
regulations are net intended as an
interpretation of the applicable rules
under section 142.

Speciai Analyses

It has been determined that this
Treasury decision it not a significant
regulatory action as defined in EO
12366. Therefore, a regulatory
assessment I3 not required. It also has
baen determined that section 533 (b) of
the Administrative Procedurs Act (§
U.5.C. chapter 5) deus not apply to these
regulations, and, because these
regulations do not impose on smail
entites a collecton of information
reguirement. the Regulatory Flaxibility
Act (5 U.S.C. chapter 6) does not apply.
Therefore, 3 Regulatory Flextbility
Analysis is not required. Pursuancto
section 7805(f) of the Internal Reverus
Code, the notce of proposed rulemaking
praceding these regulations was
submizted to the Chief Counsel for
Advocacy of the Small Business
Administration for comment on its
impact on small bus{ness.

g Informadon: The principal
author of these reguladons iz David
Selig, Office of the Assistant Chie(
Counsel (Passthroughs and Special
Industries), IRS. Howaever, other

ersonne! from the IRS and Treasury
epartment participated in their
devolopmont.
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List of Subjects in 26 CFR Part 1

Income taxes, Reporting and
recordkeeping requirements.

Adoption of Amendments to the
Regulations

'Accordingly, 26 CFR part 1 is
amended as follows: =

PART 1—INCOME TAXES

Paragraph 1. The authority citation
for part | is amended by adding ar entry
in numerical crder to read as follows:

Authority: 26 U.S.C. 7805 * » =
Section 1.42-15 is also issued under 26
USC. 42(n);= = =

Par. 2. Section 1.42-15 is added to
read as follows:

§1.42-15 Available unit rule.

(@) Definitions. The following
definitions apply to this section:

Applicable income limitation means
the lirnitation applicable under section
42(g)(1) or. for deep rent skewed
projects described in section
142(d) (4)(B), 40 percent of area median
gross income.

Available unit rule means the rule in
section 42(g} (2) D) {ii).

Comparable unit means a residential
unit in a low-income building that is
cornparably sized or smaller than an
over-income unit or, for deep rent
skewed projects described in section
142(d)(4}{B). any low-income unit. For
purpases of determining whether a
residential unit is comparably sized. a
comparable unit must be measured by
the same method used o determine
qualified basis for the credit year in
which the comparable unit became
available.

Current resident means a person who
is living in the low-income building,

Low-income unit is defined by section
42(1)(3) (A).

Nonqualified resident means a new
occupant or occupants whose aggregate
income exceeds the applicabje income
limitation.

Over-income unit means a low-
income unit in which the aggregate
income of the occupants of the unit
increases above 140 percent of the
applicable income limitation under
section 42(g) (1), or above 170 percent of
the applicable income limitation for
deep rent skewed projects described in
section 142(d)(4)(B}.

Qualified resident means an occupant
either whose aggregate income
{combined with the income of all other
occupants of the unit} does not exceed
the applicable income limitation and
who is otherwise a low-income resident
under section 42, or who is a current
resident.

(b} General section 42(g) (21(D)(i} rule.
Except as provided in paragraph (¢} of
this section, norwithstanding an
increase in the income of the occupants
of a low-income unit above the
applicable income limitation, if the
income of the occupants initiaily met
the applicable income limitation, and
the unit continues to be rent-restricted—

{1) The unit continues to be treated as
a low-income unit; and

{2) The unit continues to be included
in the numerator and the denominator
of the ratio used to determine whether
a project satisfies the applicable
minimum set-aside requirement of
section 42{g) (1}.

{c) Exception. A unit ceases to be
treated as a low-income unit if it
becomes an over-income unit and a
nonqualified resident occupies any
comparabie unit that is available or that
subsequently becomes available in the
same low-income building. In other
words, the owner of a low-income
building must rent to qualified residents
all comparable units that are available
or that subsequently become available
in the same building to continue
treating the over-income unit as a low-
income unit. Once the percentage of
low-income units in a building
(excluding the over-income units)
equals the percentage of low-income
units on which the credit is based,
failure to maintain the over-income
units as low-income units has no
immediate significance. The failure to
mzint2in the over-income units as low-
income units, however, may affect the
decision of whether or not to rent a
particuiar available unit at market rate
at a later time. A unit is not available
for purposes of the available unit rule
when the unit is no longer available for
rent due to contractual arrangerments
that are binding under local law (for
example, a unit is not available if it is
subject 10 a preliminary reservation that
is binding on the owner under local law
prior to the date a lease is signed or the
unit is occupied).

{d) Effect of current resident moving
within building. When a current
resident moves to a different unit within
the building, the newly occupied unit
adopts the status of the vacated unit.
Thus, if a current resident. whose
income exceeds the applicable income
limitation. moves from an over-income
unit to a vacant unit in the same
building, the newly occupied unit is
treated as an over-income unit. The
vacated unit assumes the status the
newly occupied unit had immediately
before it was occupied by the current
resident.

(e) Available unit rule applies
separately to each building in a project.

In a project containing more than one
low-income building, the available unit
rule a}gplies separately to each building.

() Result of noncompliance with
available unit rule. If any comparable
unit that is available or that
subseguently becomes available is
rented to a nonqualified resident. all
over-income units for which the
available unit was a comparable unit
within the same building lose their
status as low-income units; thus,
comparably sized or larger over-income
units would lose their starus as low-
income units.

{g) Relationship to tax-exempt bond
provisions. Financing arrangements that
purport to be exempt-facility bonds
under section 142 must meet the
requirements of sections 103 and 141
through 150 for interest on the
obligations to be excluded from gross
income under section 103(a). This
section is not intended as an
interpretation under section 142.

(h) Examples. The following examples
illustrate this section;

Example I. This example illustrates
noncompliance with the available unit rule
in a low-income building containing three
over-income units. On January 1, [998, a
qualified low-incorne housing project.
consisting of one building con:aining ten
identically sized residential units, received a
housing credit dollar amount allocation from
a state housing credit agency for five low-
incame units. By the close of 1998, the first
year of the credit period, the project satisfied
the minimum set-aside requirement of
section 42{g(1)(B). Units 1,2, 3. 4.and §
were occupied by individuals whose incomes
did not exceed the income limitation
applicable under section 42(2)(1} 2nd were
otherwise low-income residents under
section 42. Units &, 7. 8, and 9 were occupied
by market-rate tenants. Unit 10 was vacant.
To avoid recapture of credit. the project
owner must maintain five of the units as low-
income units. On November 1, 1699, the
certificates of annual income state that
annual incomes of the individuals in Units
1. 2. and 3 increased above 140 percent of the
income limitation applicable under section
42(g){1). causing those units to become over-
income units. On November 30, 1999, Units
8 and 9 became vacant. On December 1.
1999, the project owner rented Units 8 and
9 to qualified residents who were not current
residents at rates meeting the rent restriction
requirements of section 42(g)(2). On
December 31, 1999, the project owner rented
Unit 10 to a marker-rate teriant. Because Unit

10, an available comparable unit, was leased
to a market-rate tenant, Units 1, 2, and 3
ceased to be treated as low-income units. On
that date, Units 4, 5. 8, and 9 were the anly
remaining low-income units. Because the
project owner did ot maintain five of the
residential units as low-income units, the
qualified basis in the building is redgt
and credit mus: be recapsurpd. #5: ot
owner had rented Uﬁ E,:g qﬁhﬁﬁied
resident *viio was not a current resédingtg_f
0cT 0
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eight of the units wauld be low-income units.
At that time. Units 1. 2, and 3. the over-
income units, could be rented to market-rate
tenants because the building would still
contain five low-income units,

Example 2. This example iltustrates the
provisions of paragraph (d} of this section. A
low-income project consists of one six-floor
building. The residential units in the
building are identically sized. The building
contains two over-income units on the sixth
floor and two vacant units on the first floor.
The project owner, desiring to maintain the
over-income units as low-income units,
wants to rent the available units 1o qualified
residents. J, a resident of one of the over-
income units, wishes to occupy a unit on the
first floor. I's income has recently increased
above the applicable income limitation. The
project owner permits ] to move into one of
the units on the first floor. Despite ]'s income
exceeding the applicable income limitation.
] is a qualified resident under the availabls
unit rule because ] is a current resident of the
building. The unit newly occupied by ]
becomes an over-income unit under the
available unit rule. The unit vacated by |
assumes the status the newly occupied unit
had immediately before ] occupied the unit.
The over-income units in the building
continue to be treated as low-income units.

(i) Effective date. This section applies
to leases entered into or renewed on and
after September 26, 1997,

Michael P. Dolan.
Acting Commissioner of Internal Revenue.

Approved: August 26, 1997.

Donald C. Lubick,

Acting Assistant Secretary of the Treasury.
[FR Doc. 97-25493 Filed 9-25-97: 8:45 am}
BILLING CODE 4830-01-4



Part I. Rulings and Decisions Under the internal Revenue Code of 1986

Internal Revenue Service
HRevenue Ruling 92-81

(Treatment of Resident
Manager's Unit )

Section 42. —Low-income Housing
Credit

{Also Sectiony 103, 142: [.103-3.)

Full-time resident manager in buoild-
ing eligible for low-income housing
credit. The adjusted basis of a unit
occupied by a full-time resident man-
ager is inciuded in the eligibie basis of
a qualified low-income building under
secton 42(d)(1) of the Code, bur the
unit is exciuded from the applicable
fraction under section 42(cXIXB) for
purposes of determining the build-
ing’s qualified basis.

- Rev. Rul. 92-61
ISSUE

If a unit in a qualified low-income
building is occupied by a full-time
resident manager, is the adjusted ba-
sis of that unit included in the buil-
ding's eligible basis under section
42(dX1) of the Internal Revenue Code
and is that unit included in the appii-
cable fraction under sectien
42(c)(1XB) for determining the quali-
fied basis of the building?

FACTS

Al the beginning of 1990, LP, a
imited partpership with a calendar
tax year, placed in service a newly
constructed apartment building thar
qualified for the low-income housing
credit under section 42(a) of the
Code. LP eslected t0 meet the 40-50
test of section 42(gX1XB), which re-
quires that at least 40 percent of the
units in the building be rent-restricted
and occupied by temants whose in-
comes are 60 percent or less of area
median gross income. Throughout
1990, the first year of the building’s
credit period, 69 of the 70 units in the
building were rent-restricted and oc-
cupied by tenants whose incomes
were 60 percemt or less of area medj-

an gross income. The remaining unit
in the building was occupied by a
resident manager who was hired by
LP (0 manage the building and 0 be
on call 1o attend :0 the majntenance
nesds of the other tenants. All of the
units in the building meet the same
standard of quality and have the
same amount of floor space,

LAW AND ANALYSIS

Section 42(a) of the Code provides
that the amount of the iow-income
housing credit determined for any tax
year in the credit period is an amount
equal to the applicable percemtage of
the qualified basis of each low-
income buiiding.

Section 42(cX1XA) of the Code de-
fines the qualified basis of any quali-
fied low-income building for any tax
year as an amount equal to the appli-
cable fraction, determined as of the
close of the tax year, of the eligible
basis of the building, determined un-
der section 42(dX5).

Sections 42c}{1NB) of the Code
defines the applicable fractios as the
smaller of the unit fracton or the
floor space fraction. Section
42(cX 1XB) defines the unit fracton as
the fraction the aumerator of which
is the number of low-income units in
the building and the denominator of
which is the number of residential
rental units, whether or not occupied,
in the building. Section 42(cXIXD)
defines the floor space fracrion as the
fraction the numerator of which is
the total floor space of the low-
income units iz the building and the
denominator of which is the total
floor space of the residential rental
unirs, whether or not occupied, in the
buillding. In general, under section
42(T(3XB), 3 low-income unit is any
ugit thar is renmi-restricted and occu-
pied by individuals meeting the in-
come limitarion applicable to the
building.

Section 42(dX1) of the Code pro-
vides that the cligibie basis of & new
building is its adjusted basis as of the
close of the first tax year of the credit
period. Section 42(dN4)XA) provides
that, except as provided in section
42(d}4)(B), the adjusted basis of any
building is determined without regard
to the adjusted basis of any property
that is not residendal remtal property.
Section 42(dN4)}B) provides that the

adjusted basis of any building n-
cludes the adjusted basis of propery
of a character subject to the allow-
ance for depreciztion used in zom-
Mon areas or provided as comparable
amenities to all residencial rentai ynucs
in the buiiding.

The legislative history of seczion 42
of the Code states that residentiai
rental property, for purposes of the
low-income bBousing credit, has the
same meaning as residenrial rentaj
property within section 103. The leg-
islative history of section 42 fumbher
states thac residential renial property
thus includes residential rental unirs,
facilities for use by the tenants. and
other facilities reasonably required by
the project. 2 H.R. Conf. Rep. No.
841, 99th Cong., 2d Sess. II-89
{1986), 1986-3 (Vol. 4) C.B. 89. Un-
der section [.103-8(b)(4) of the In-
come Tax Reguiations, facilities that
are funcrionally related and subordi-
aate to residential remcal units are
considered residential rental property.
Section 1.103-8(b)4)(iii) provides that
facilities that are functiopally refared
and subordinate to residental remcai
units include facilities for use by the
tenants, such as swimming pools and
similar recrearional facilities, parking
areas, and other facilities reasonably
required for the project. The exam.
ples given by section 1.103-8(b)4Xiii)
of facilities reasonably required for 2
project specifically include units for
resideat managers or maintenance
personzel.

Accordingiy, the unit occupied by
LP's resident manager is residential
rental property for purposes of sec-
tion 42 of the Code. The adjusted
basis of the unit is includible in the
building’'s eligible basis under sec-
don 42(dX1). The immciusion of the
adjusted basis of the residen: man-
ager’'s unit in efigible basis will not be
affected by a later conversion of that
apartment {0 a residential rental unit.

The term *“‘residential rental unit’”
has a2 narrower meaning under section
42 of the Code than residential remtal
property. As aoted above, under the
legislative history of section 42, resi-
dential rental property includes facil-
ities for use by the tenants and other
facilities reasonably required by the
project, as well as residential restal
units. Under section 1.103-8(bX4} of
the regulations, units for resident



TANIINANC: nersonned
are 30t classifiec as r=sicanran rental
urils. but rather as faciiities reason-
aoly required by a project thar are
functionally refated and subordinate
to residential rental units.

LP's resident manager’s unit is
property considered a faciiity reason-
ably required by the -project, not a
residenual rencal unit for purposes of
section 42 of the Code. Consequently,
the unit is not included in either the
aumerator or denominator of the ap-
plicable fraction wunder section
42(¢XIXB) for purposes of detsrmin-
ing the qualifed basis of the building
for the first year of the credit period.

Therefore, as of the end of the first
year of the credit period, the adjusted
basis of the unit occupied by LP's
resident mapager is included in the
building's eligible basis under section
42(dX(1) of the Code, but the unit is
excluded from the applicabie fraction
under section 42(c)1XB). Because all
of the residential rental units in LP's
building are low-income umits, the
applicable fraction for the building is
“one” (69/69, using the unit frac-
tion).

If in a later yezr of the credit
period, the resident manager’s unit is
converted to a residential rental upit,
the unit will be included in the de-
gominator of the appiicable fraction
for that year. If the unit ajso becomes
2 low-income unit in thar year, the
unit will be included in the aumerator
of the applicable fraction for that
year. In this case, the applicable frac-
ton will also be ‘‘one™ (70/70, using
the unit fraction).

HOLDING

The adjusted basis of a unit occu-
pied by a full-ime resident manager
is included in the eligibie basis of a
qualified [ow-income building under
section 42(dX1) of the Code, but the
unit is excluded from the appiicable
fraction under section 42(cX1XB) for
purposes of determining the buil-
ding's qualified basis.

EFFECTIVE DATE

The Internal Revenue Service will
not apply this revengue ruling to any
buiiding placed in service prior o
September 9, 1992, or to any building
receiving an allocation of credit prior
to September 9, 1992, unless the own-
er files or has flled 2 retrn that is
consistent with this ruling. Similarty,

Tanagsrs or

the Service wall not apply ‘jus revenus
ruling to any bulding described in
secion 42(h 4} B) of the Code wun
respect (0 which bonds were issued
prior to September 9, 1992, unless the
owner files or has filed a return chat
is comsistent with this ruling.

DRAFTING INFORMATION

The principal author of this reve-
tue ruling is Paul F. Handleman of
the Office of Assistant Chief Counsei
(Passthroughs and Special Industries).
For further information regarding
this revenue ruling contact Mr. Hand-
leman on (202) 622-3040 (mot a toll-
free call).




Intemal Revenue Service

Revenue Procadure 94-656
(Documentation of income from Assets)

Rev. Proc. 94-65
SECTION 1. PURPOSE

This revenue procedure informs
housing credit agencies (Agency) and
owners of qualified low-income hous-
ing projects (owners) when a signed,
sworn statement by a low-income ten~
an: will satisfy the documentation
requirement of § 1.42-5(bX1)Xvii) of
the Income Tax Regulations.

SEC. 2. BACKGROUND

Section 1.42-5 provides the mini-
murn requirements that an Agency's
compliance monitoring procedure
must contain to satisfy its compliance
monitoring duties under § 42(m)!)
(BXii). Section 1.42-5(b)1)vi)} pro-
vides that an Agency must require an
owner to keep records for each quali-
fied low-income building in the
project that show for cach year in the
compliance period the annual income
certifications of each low-income ten-
ant per unit. Section 1.42-5(bX1)(vii)
provides that an Agency must require
an owner to keep documents for each
qualified low-income building in its
project for each year in the compli-
ance period that support each low-
income tenant’s income certification.
The term “‘low-income tenant’’ refers
to the individuals occupying a rent-
restricted unit in a qualified low-
income housing project whose annuai
income sarisfies the § 42(gX1) income
limitation elected by the owner of the
project. Exampies of the documenta-

tion required under § 1.42-5(b)1)Xvii)
include a copy of the tenant’s federal
income tax returs; Forms W-2, or
verifications of income from third
parties such as employers or sate
agencies paying unemployment com-
pensation. A verification of income
from a third party is referred to as a
*‘third party verificazion.”

The Intermal Revenue Service has
determined that an owner may satisfy
the documentation requirement of
§ 1.42-5(bX1)XviD) for a low-income
tenant’s income from assets by ob-
taining .2 signed, sworn satemment
from the tenant or prospective tenast
if (1) the tenant’s or prospective ten-
ant’s Net Family assets do not exceed
$5,000, ihd'(2) the tenant or prospec-
tive tesant provides a signed, sworn
statemeat to this effect 10 the build-
ing owner. See H.R. Conf. Rep. No.
213, 103d Cong., 1st Sess. 544 (1993).

SEC. 3. SCOPE

This revenue procedure applies to
Agencies and owners of qualified
low-income housing projects.

SEC. 4. PROCEDURE

.01 To determine a tenant’s Net
Family assets, owners and Agencies
must use the definition of *‘Net Fam-
ily assets”” in 24 CFR 813.102, which
provides definitions for the H.U.D. -
section 8 program.

.02 Except as provided in sections
4.03 and 4.04 of this revenue proce-
dure, an Agency's moaitoring proce--
dure may provide that an owner may
satisfy the documentation require-
ment for imcome from assets i
§ 1.42-30XIXviD) for 2 low-income’
tonest whose Net Family assets do
20t excoed 35,000 by annually obtain-~
ingas‘md.swoms:mmn



resented annual income. In this case,
the owner must obtain other docu-
mentation of the low-income tenant's
annpal income from assets to sarisfy
the documentation requircment irf
§ 1.42~-5b)N1)vi).

04 An Agency's monitoring proce-
dure may continue to require thar an
owner obtain documentation, other

than the statemen: described in sec-
tion 4.02 of this revenue procedure, to
support a low-income tenant’s annual
certification of income from assess.

SEC. 5. EFFECTIVE DATE

This revenue procedure is effective
October 11, 1994,

DRAFTING INFORMATION

The principal author of this r
nue procedure is jeffrey A. Erf .
of the Office of the Assistant . __ef
Counsel (Passthroughs and Special
Industries). For further information
regarding this revenue procedure,
contact Mr. Erickson ar (202)
622-3040 (not a roll-free cail).



Appendix B
IRS Form 8586 — L ow-Income Housing Credit
IRS Form 8609 — L ow-Income Housing Credit Allocation Certification
IRS Form 8611 — Recapture of Low-Income Housing Credit
IRS Form 8693 — L ow-Income Housing Credit Disposition Bond

IRS Form 8823 — Low-Income Housing Credit Agencies Report of Noncompliance or
Building Disposition



8586 Low-Income Housing Credit TR

1999

Department of the Treasury Attachment
Internal Revenue Service » Attach to your return. Sequence No. 36b
Name(s) shown on return Identifying number

Current Year Credit (See instructions.)

1 Number of Forms 8609 attached . . . . . >
2 Eligible basis of building(s) (total from attached Schedule( ) A (Form 8609) linel) . . . . . 2

3a Qualified basis of low-income building(s) (total from attached Schedule(s) A (Form 8609), line 3) . 3a

b Has there been a decrease in the qualified basis of any building(s) since the close of the preceding
tax year? [ Yes [J No If “Yes,” enter the building identification number (BIN) of the
building(s) that had a decreased basis. If more space is needed, attach a schedule to list the BINs.

Q) o G) o i) (V) oo

4  Current year credit (total from attached Schedule(s) A (Form 8609), see instructions) . . . . 4
5 Credits from flow-through entities (if from more than one entity, see instructions):

If you are a— Then enter total of current year housing credit(s) from—

a Shareholder Schedule K-1 (Form 1120S), lines 12b(1) through (4)

b Partner Schedule K-1 (Form 1065), lines 12a(1) through (4), or } - 5

Schedule K-1 (Form 1065-B), box 8 [ c-eeeeeeieiiiiii s

¢ Beneficiary Schedule K-1 (Form 1041), line 14 EIN of flow-through entity

6 Add lines 4 and 5. (See instructions to find out if you complete lines 7 through 17 or file Form 3800.) . . 6

Passwe activity credit or total current year credit for 1999 (see instructions) . . . . . . 7

Tax Liability Limit

Regular tax before credits:
® |ndividuals. Enter amount from Form 1040, line 40

® Corporations. Enter amount from Form 1120, Schedule J, line 3 (or Form 1120 A, Partl Ime 1) } . 8
® Other filers. Enter regular tax before credits from your return . -
9a Credit for child and dependent care expenses (Form 2441, line 9) . .| .92
b Credit for the elderly or the disabled (Schedule R (Form 1040), line 20) . 9b
c Child tax credit (Form 1040, line43) . . . . . . . . . . . .|9¢
d Education credits (Form 8863, line18). . . . . . . . . . . ./ 9
e Mortgage interest credit (Form 8396, line 11) . . . . . . . . .| 9
f Adoption credit (Form 8839, line 15) . . . . . )
g District of Columbia first-time homebuyer credit (Form 8859 Ilne 11) .1.99
h Foreign tax credit . . . . .. . . . . .%o
i Possessions tax credit (Form 5735 I|ne 17 or 27) O -]
j Credit for fuel from a nonconventional source. . . . . . . . . 9
k Qualified electric vehicle credit (Form 8834, line 19). . . . . . . 9k
| Add lines 9a through 9k . . . . e e e e ol
10 Net regular tax. Subtract line 9l from Ilne 8 e e e e e e e e 10
11 Alternative minimum tax:
® Individuals. Enter amount from Form 6251, line 28 L.
® Corporations. Enter amount from Form 4626, line 15. . . . . e e 11
® Estates and trusts. Enter amount from Form 1041, Schedule I, line 39
12 Netincome tax. Add lines 10 and 11. . . . . . . . . . . . . . . . . . . . 12

13 Tentative minimum tax (see instructions):
e |ndividuals. Enter amount from Form 6251, line 26 L.
® Corporations. Enter amount from Form 4626, line 13. . . . . [13 ] |
® Estates and trusts. Enter amount from Form 1041, Schedule |, line 37

14  If line 10 is more than $25,000, enter 25% (.25) of the excess (see instructions) . [ 14 | |

15 Enter the greater of line 13 or line 14, . . . . e e e 15
16 Subtract line 15 from line 12. If zero or less, enter 0— L. . . . . 16

17 Low-income housing credit allowed for current year. Enter the smaller of I|ne 7 orline 16 Enter
here and on Form 1040, line 47; Form 1120, Schedule J, line 4d; Form 1120-A, Part |, line 2a;

Form 1041, Schedule G, line 2c; or the applicable line of yourreturn . . . . . . . . . 17
i Purpose of Form The low-income housing credit determined
General Instructions P under section 42 is a credit of 70% of the
Section references are to the Internal Revenue An owner of a residential rental building in a qualified basis of each new low-income building
Code. qualified low-income housing project uses Form placed in service after 1986 (30% for certain
8586 to claim the low-income housing credit. federally subsidized new buildings or existing

For Paperwork Reduction Act Notice, see back of form. Cat. No. 63987 Form 8586 (1999)



Form 8586 (1999)

Page 2

buildings). This credit is taken over a 10-year
period so that the present value of the 10 annual
credit amounts determined as of the last day of
the first year of the credit period equals 70% (or
30%) of the building’s qualified basis.

In general, the 10-year credit period starts at
the beginning of the tax year in which the
building is placed in service. However, you may
elect to begin the 10-year credit period in the tax
year after the year the building was placed in
service by checking the “Yes” box in Part Il, line
10a of Form 8609, Low-Income Housing Credit
Allocation Certification.

S Corporations, Partnerships,
Estates, and Trusts

Complete Part | to figure the credit to pass
through to the shareholders, partners, or
beneficiaries. Attach Form 8586 to the entity’s
income tax return along with Form 8609, and
Schedule A (Form 8609), Annual Statement, for
each building. An electing large partnership
treats the part of the credit attributable to
property placed in service before 1990 as a
“rehabilitation credit” when reporting the credit
to its partners.

Qualified Low-Income Housing
Project

The low-income housing credit can only be
claimed for residential rental buildings in
low-income housing projects that meet one of
the minimum set-aside tests (20-50 or 40-60
(25-60 for New York City only)). See the
instructions for Part Il, line 10c of Form 8609 for
details. You may elect either test for the project,
but once made, the election is irrevocable. The
test elected must be the same for all buildings in
the project. Use Form 8609 to make this
election. See section 42(g) for details.

Except for buildings financed with certain
tax-exempt bonds, you may not take a
low-income housing credit on a building if it has
not received an allocation. Generally, the
allocation must be received by the close of the
calendar year the building is placed in service. In
addition, no credit will be allowed in excess of
the amount allocated to the building by the
housing credit agency. See section 42(h)(1) for
details. An allocation is not needed when (a)
50% or more of the aggregate basis of the
building and the land on which the building is
located is financed with certain tax-exempt
bonds issued after 1989 for buildings placed in
service after 1989; or (b) 70% or more of the
aggregate building and land is financed with
certain tax-exempt bonds issued before 1990.
“Land on which the building is located” includes
only land that is functionally related and
subordinate to the qualified low-income building
(see Regulations sections 1.103-8(a)(3) and
1.103-8(b)(4)(iii) for the meaning of “functionally
related and subordinate”).

Except as noted in the Specific Instructions,
you must obtain a Form 8609 (with Part |
completed) from the state or local housing credit
agency for each building for which you are
claiming a credit. Attach to your return a copy of
Form 8609 and accompanying Schedule A (Form
8609) for each building for each year of the
15-year compliance period. You must also certify
certain first-year information to the IRS on Form
86009. If this certification is not made, you may
not claim a credit for that building.

Recapture of Credit

There is a 15-year compliance period during
which the residential rental building must
continue to meet certain requirements. If, as of
the close of any tax year in this period, there is a
reduction in the qualified basis of any building
from the previous year, you may have to

recapture a part of the credit you have taken.
Similarly, you may have to recapture part of the
credits taken in previous years upon certain
dispositions of the building or interests therein.
Use Form 8611, Recapture of Low-Income
Housing Credit. See the instructions for Form
8611 and section 42(j) for more information.

Recordkeeping

Keep a copy of this Form 8586 together with all
Forms 8609, Schedule(s) A (Form 8609), and
Form 8611 for 3 years after the 15-year
compliance period ends.

Specific Instructions

Note: If your only credit is from a flow-through
entity (i.e., S corporation, partnership, estate, or
trust), you do not have to obtain, complete, or
attach Form 8609 or Schedule A (Form 8609) to
Form 8586. Also, skip lines 1 through 4.

Line 1. If any of the attached Forms 8609 are for
buildings that are part of a multiple building
project (defined in instructions for Part Il of Form
8609), attach a schedule listing the following
information for each project: (a) name and
address of the project and each building in the
project, (b) the building identification number
(BIN) of each building in the project, (c) the
aggregate credit dollar amount for the project,
and (d) the credit allocated to each building in
the project.

Line 3b. A decrease in qualified basis will result
in recapture if the qualified basis at the close of
the tax year is less than the qualified basis at the
close of the first year of the credit period.

Important: If the reduction in qualified basis at
the close of the tax year also results in a violation
of the minimum set-aside requirement, then no
credit is allowable for the year. If you must
recapture credits, use Form 8611. See section
42(j) for more information.

Line 4. The line 4 credit for the year is figured on
Schedule A (Form 8609) for each building.
Attach copies of Form(s) 8609 and Schedule(s) A
(Form 8609) to Form 8586 for each tax year a
credit is claimed. Enter on line 4 the credit from
Schedule A (Form 8609). If more than one Form
8609 and related Schedules A are attached,
enter on line 4 the total credit from all attached
Schedules A.

For a flow-through entity with a line 4 credit
attributable to more than one building, attach a
schedule to Form 8586 that shows each
shareholder’s, partner’s, or beneficiary’s name,
identifying number, and share of the line 4 credit
and BIN for each building.

Line 5. If you have a credit from a flow-through
entity, enter the entity’s employer identification
number (EIN) and the credit amount on line 5. If
you have credits from more than one
flow-through entity, attach a statement that
shows the EIN and credit amount for each entity.
Enter the total credit on line 5.

Line 6. If the line 6 credit is your only 1999
general business credit (see Note below) and
you do not have a carryback or carryforward of
any general business credit, complete line 7 and
Part Il to determine your allowed low-income
housing credit.

If you have more than one of the credits
included in the general business credit, a
carryback or carryforward of any of these
credits, or general credits from an electing large
partnership (Schedule K-1, (Form 1065-B)), do
not complete line 7 or Part Il. Enter the line 6
credit on Form 3800, General Business Credit,
and complete Form 3800 to determine your
allowed credit.

®

Note: The general business credit consists of
several credits including investment (Form

3468), work opportunity (Form 5884),
welfare-to-work (Form 8861), alcohol used as
fuel (Form 6478), research (Form 6765),
low-income housing (Form 8586), disabled
access (Form 8826), enhanced oil recovery (Form
8830), renewable electricity production (Form
8835), Indian employment (Form 8845), employer
social security and Medicare taxes paid on
certain employee tips (Form 8846), orphan drug
(Form 8820), contributions to selected
community development corporations (Form
8847), and trans-Alaska pipeline liability fund.
The empowerment zone employment credit
(Form 8844), while a component of the general
business credit, is figured separately on Form
8844 and is never carried to Form 3800.

Line 7. The line 6 credit may be subject to the
passive activity credit limitation. Individuals,
estates, and trusts should see the separate
Instructions for Form 8582-CR, Passive Activity
Credit Limitations, and closely held corporations
should see the separate Instructions for Form
8810, Corporate Passive Activity Loss and Credit
Limitations, to find out if this limitation applies. If
applicable, enter the credit allowed from Form
8582-CR or Form 8810 on line 7. Filers not
subject to the passive activity limitation should
enter the line 6 amount on line 7.

Line 13. Although you may not owe alternative
minimum tax (AMT), you generally must still
compute the tentative minimum tax (TMT) to
figure your credit. For a small corporation
exempt from the AMT under section 55(e), enter
zero. Otherwise, complete and attach the
applicable AMT form or schedule and enter the
TMT on line 13.

Line 14. See section 38(c)(3) for special rules
that apply to married couples filing separate
returns, controlled corporate groups, regulated
investment companies, real estate investment
trusts, and estates and trusts.

Line 17. If you cannot use part or all of the
credit because of the tax liability limit (line 16 is
smaller than line 7), carry the excess back
1 year and then forward 20 years. See the
separate Instructions for Form 3800 for details.

Paperwork Reduction Act Notice. We ask for
the information on this form to carry out the
Internal Revenue laws of the United States. You
are required to give us the information. We need
it to ensure that you are complying with these
laws and to allow us to figure and collect the
right amount of tax.

You are not required to provide the
information requested on a form that is subject
to the Paperwork Reduction Act unless the form
displays a valid OMB control number. Books or
records relating to a form or its instructions must
be retained as long as their contents may
become material in the administration of any
Internal Revenue law. Generally, tax returns and
return information are confidential, as required
by section 6103.

The time needed to complete and file this
form will vary depending on individual
circumstances. The estimated average time is:

Recordkeeping . 7 hr., 25 min.
Learning about the law

or the form .1 hr., 44 min.
Preparing the form .3 hr., 47 min.
Copying, assembling, and

sending the form to the IRS 32 min.

If you have comments concerning the
accuracy of these time estimates or suggestions
for making this form simpler, we would be happy
to hear from you. See the instructions for the tax
return with which this form is filed.



om 9009 Low-Income Housing Credit

OMB No. 1545-0988

(Rev. January 2000 Allocation Certification
Department of the Treasury » Do not file separately. The building owner must at_tach Form 8586, Attachment 36
Internal Revenue Service Form 8609, and Schedule A (Form 8609) to its Federal income tax return. Sequence No.

Allocation of Credit—Completed by Housing Credit Agency Only

Check if: [] Addition to Qualified Basis [ ] Amended Form
A Address of building (do not use P. O. box)(see instructions) B Name and address of housing credit agency

C Name, address, and TIN of building owner receiving allocation D Employer identification number of agency

E Building identification number (BIN)

TIN D ..
la Date of allocation » .../ .../ .. .. b Maximum housing credit dollar amount allowable . 1b
2 Maximum applicable credit percentage allowable . 2 %
3a Maximum qualified basis 3a
b Check here » [ if the eligible basrs used in the computatron of I|ne 3a was mcreased under
the high-cost area provisions of section 42(d)(5)(C). Enter the percentage to which the eligible
basis was increased (see instructions), . . e e e 3b 1__ %
4  Percentage of the aggregate basis financed by tax exempt bonds (If zero, enter -0-) . . . 4 %
5 Date building placed in service . . . N Y

6 Check the box that describes the aIIocatlon for the burldlng (check one only)
a [ Newly constructed and federally subsidized b [] Newly constructed and not federally subsidized ¢ [] Existing building
d [ Sec. 42(e) rehabilitation expenditures federally subsidized e [] Sec. 42(e) rehabilitation expenditures not federally subsidized

Under penalties of perjury, | declare that the allocation made is in compliance with the requirements of section 42 of the Internal Revenue Code, and that | have examined
Part | of this form and to the best of my knowledge and belief, the information is true, correct, and complete.

P Signature of authorized official P oo Name (please type or print) P

First-Year Certification—Completed by Building Owner for First Year of Credit Period Only

7a Date building placed in service » .../ [ ... b Eligible basis of building (see instructions) 7b
8a Original qualified basis of the burldlng at close of first year of credit period . . . . 8a
b Are you treating this building as part of a multiple building project for purposes of section 42 (see
instructions)? .. S ] Yes [J No
9a If box 6a or box 6d is checked do you eIect to reduce ellglble ba5|s under sectlon 42()(2)(B)?. [ Yes [J No
b Do you elect to reduce eligible basis by disproportionate costs of non-low-income units (section 42(d)3))? [ Yes [J No
10 Check the appropriate box for each election:
a Elect to begin credit period the first year after the building is placed in service (section 42(f)(1)) ] Yes [J No
b Elect not to treat large partnership as taxpayer (section 42(j)(5)) e ] Yes
¢ Elect minimum set-aside requirement (section 42(g)) (see instructions) |:| 20 50 ] 40-60 [J 25-60 (N.Y.C. only)
d Elect deep-rent-skewed project (section 142(d)(4)(B)) (see instructions) . . . .. . . . . .[1540

Note: A separate Schedule A (Form 8609), Annual Statement, for each building must be attached to the corresponding Form 8609
for each year of the 15-year compliance period.

Caution: Read the instructions under Signature (page 4) before signing this part.

Under penalties of perjury, | declare that the above building continues to qualify as a part of a qualified low-income housing project and meets the
requirements of Internal Revenue Code section 42 and that the qualified basis of the building has » (] has not » [ decreased for this tax
year. | have examined this form and attachments, and to the best of my knowledge and belief, they are true, correct, and complete.

P signawre P Taxpayer identification number P

Py Name (please type or print)

For Paperwork Reduction Act Notice, see page 4. Cat. No. 63981U Form 8609 (Rev. 1-2000)
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General Instructions

Section references are to the Internal
Revenue Code unless otherwise noted.

Purpose of Form

Owners of residential low-income rental
buildings are allowed a low-income
housing credit for each qualified building
over a 10-year credit period. Form 8609 is
used to obtain a housing credit allocation
from the housing credit agency. A separate
Form 8609 must be issued for each
building in a multiple building project. Form
8609 and related Schedule A (Form
8609), Annual Statement, are also used to
certify certain information.

Housing credit agency. This is any state
or local agency authorized to make
low-income housing credit allocations
within its jurisdiction.

Owner of building. Owners must complete
Part Il of this form and a separate
Schedule A (Form 8609) and attach them
to their returns even if an allocation of
credit by a housing credit agency is not
required. See Specific Instructions before
completing Part II.

Building identification number (BIN). This
number is assigned by the housing credit
agency. The BIN initially assigned to a
building must be used for any allocation of
credit to the building that requires a
separate Form 8609 (see Multiple Forms
8609 on this page). For example,
rehabilitation expenditures treated as a
separate new building should not have a
separate BIN if the building already has
one. Use the number first assigned to the
building.

Allocation of credit. For an owner to claim
a low-income housing credit on a building
(except as explained under Tax-exempt
bonds below), the housing credit agency
must make an allocation of the credit by
the close of the calendar year in which the
building is placed in service, unless:

® The allocation is the result of an
advance binding commitment by the credit
agency made not later than the close of
the calendar year in which the building is
placed in service (see section 42(h)(1)(C));

® The allocation relates to an increase in
qualified basis (see section 42(h)(1)(D)); or

® The allocation is made:

1. For a building placed in service no
later than the second calendar year
following the calendar year in which the
allocation is made if the building is part of
a project in which the taxpayer’s basis is
more than 10% of the project’s reasonably
expected basis as of the end of that
second calendar year; or

2. For a project that includes more than
one building if (a) the allocation is made
during the project period, (b) the allocation
applies only to buildings placed in service
during or after the calendar year in which
the allocation is made, and (c) the part of
the allocation that applies to any building

is specified by the end of the calendar year
in which the building is placed in service.

See sections 42(h)(1)(E) and 42(h)(1)(F)
and Regulations section 1.42-6 for more
details.

The agency can only make an allocation
to a building located within its
geographical jurisdiction. Once an
allocation is made, the credit is allowable
for all years during the 10-year credit
period. A separate Form 8609 must be
completed for each building to which an
allocation of credit is made.

Multiple Forms 8609. Allocations of credit
in separate calendar years require separate
Forms 8609. Also, when a building
receives separate allocations for
acquisition of an existing building and for
rehabilitation expenditures, a separate
Form 8609 must be completed for each
credit allocation.

Tax-exempt bonds. No housing credit
allocation is required for any portion of the
eligible basis of a qualified low-income
building that is financed with tax-exempt
bonds taken into account for purposes of
the volume cap under section 146. An
allocation is not needed when 50% or
more of the aggregate basis of the building
and the land on which the building is
located (defined later) is financed with
certain tax-exempt bonds for buildings
placed in service after 1989. However, the
owner still must get a Form 8609 from the
appropriate housing credit agency (with the
applicable items of Part | completed,
including an assigned building
identification number (BIN)).

Land on which the building is located.
This includes only land that is functionally
related and subordinate to the qualified
low-income building (see Regulations
sections 1.103-8(a)(3) and 1.103-8(b)(4)(iii)
for the meaning of “functionally related and
subordinate”).

When To File

Housing credit agencies should issue a
copy of Form 8609 (with only Part |
completed) with instructions to the owner
of the building. The housing credit agency
must keep a copy and send the original to
the IRS with Form 8610, Annual
Low-Income Housing Credit Agencies
Report.

Owners must attach completed Forms
8609 and accompanying Schedules A
(Form 8609) to Form 8586, Low-Income
Housing Credit, and file these forms with
their income tax returns by the due date of
the return for each tax year in which the
credit is claimed. They must also attach
Forms 8609 and Schedules A to their
returns for each later year in the 15-year
compliance period.

Note to owners: Do not attach Form 8609
or Schedule A (Form 8609) to Form 8586 if
the only credit claimed on Form 8586 is
from a partnership, S corporation, estate,
or trust. The entity will complete those
forms and attach them to its return.

Recordkeeping

To verify changes in qualified basis from
year to year, you must keep a copy of this
Form 8609 with all accompanying
Schedule(s) A (Form 8609), Form 8586,
and Form 8611 for 3 years after the
15-year compliance period ends (unless
this recordkeeping requirement is
otherwise extended).

Specific Instructions

Part I—Allocation of Credit

Completed by Housing Credit
Agency Only

Addition to qualified basis. Check this
box if an allocation relates to an increase
in qualified basis under section 42(f)(3).
Enter only the housing credit dollar amount
for the increase. Do not include any portion
of the original qualified basis when
determining this amount.

Amended form. Check this box if this
form amends a previously issued form.
Complete all entries and explain the reason
for the amended form. For example, if
there is a change in the amount of initial
allocation before the close of the calendar
year, file an amended Form 8609 instead
of the original form.

Item A. Identify the building for which this
Form 8609 is issued when there are
multiple buildings with the same address
(e.g., BLDG. 6 of 8).

Line 1a. Generally, the date of allocation is
the date the Form 8609 is completed,
signed, and dated by an authorized official
of the housing credit agency. However, if
an allocation is made under section
42(h)(1)(E) or 42(h)(1)(F), the date of
allocation is the date the authorized official
of the housing credit agency completes,
signs, and dates the section 42(h)(1)(E) or
42(h)(1)(F) document used to make the
allocation. If no allocation is required (i.e.,
50% or greater tax-exempt bond financed
building), leave line 1a blank.

Line 1b. Enter the housing credit dollar
amount allocated to the building for each
year of the 10-year credit period. The
amount should equal the percentage on
line 2 multiplied by the amount on line 3a.
For tax-exempt bond projects for which no
allocation is required, enter the housing
credit dollar amount allowable under
section 42(m)(2)(D).

Line 2. Enter the maximum applicable
credit percentage allocated to the building
for the month the building was placed in
service or, if applicable, for the month
determined under section 42(b)(2)(A)ii).

If an election is made under section
42(b)(2)(A)(ii) to use the applicable
percentage for a month other than the
month in which a building is placed in
service, the requirements of Regulations
section 1.46-8 must be met. The agency
must keep a copy of the binding
agreement and the election statement and
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file the original with the agency’s Form
8610 for the year the allocation is actually
made. The maximum applicable credit
percentage is published monthly in the
Internal Revenue Bulletin. For new
buildings that are not federally subsidized
under section 42(i)(2)(A), use the applicable
percentage for the 70% present value
credit. For new buildings that are federally
subsidized, or existing buildings, use the
applicable percentage for the 30% present
value credit. See the instructions for line 6
for the definition of “Federally subsidized.”
A taxpayer may elect under section
42(i)(2)(B) to reduce eligible basis by the
principal amount of any outstanding
below-market Federal loan or the proceeds
of any tax-exempt obligation in order to
obtain the higher credit percentage (see
Part Il, line 9a).

For allocations to buildings for additions
to qualified basis under section 42(f)(3), do
not reduce the maximum applicable credit
percentage even though the building owner
may only claim a credit based on
two-thirds of the credit percentage
allocated to the building.

Line 3a. Enter the maximum qualified basis
of the building. To figure this, multiply the
eligible basis of the qualified low-income
building by the smaller of:

1. The percentage of low-income units to
all residential rental units (the “unit
percentage”), or

2. The percentage of floor space of the
low-income units to the floor space of all
residential rental units (the “floor-space
percentage”).

Generally, a unit is not treated as a
low-income unit unless it is suitable for
occupancy and is used other than on a
transient basis. Section 42(i)(3) provides for
certain exceptions (e.g., units that provide
for transitional housing for the homeless
may qualify as low-income units). See
sections 42(i)(3) and 42(c)(1)(E) for more
information.

Except as explained in the instructions
for line 3b, below, the eligible basis for a
new building is its adjusted basis as of the
close of the first tax year of the credit
period. For an existing building, the eligible
basis is its acquisition cost plus capital
improvements through the close of the first
tax year of the credit period. See the
instructions for Part Il, line 7b, and section
42(d) for other exceptions and details.

Line 3b. Special rule to increase basis
for buildings in certain high-cost areas.
If the building is located in a high-cost
area (i.e., a “qualified census tract” or a
“difficult development area”), the eligible
basis may be increased as follows:

e For new buildings, the eligible basis may
be up to 130% of such basis determined
without this provision.

e For existing buildings, the rehabilitation
expenditures under section 42(e) may be
up to 130% of the expenditures
determined without regard to this
provision.

Enter the percentage to which eligible
basis was increased. For example, if the
eligible basis was increased to 120%,
enter “120.” See section 42(d)(5)(C) for
definitions of a qualified census tract and a
difficult development area, and for other
details.

Note: Before increasing eligible basis, the
eligible basis must be reduced by any
Federal subsidy that the taxpayer elects to
exclude from eligible basis and any Federal
grant received.

Line 4. Enter the percentage of the
aggregate basis of the building financed by
certain tax-exempt bonds. If this amount is
zero, enter zero (do not leave this line
blank).

Line 5. The placed-in-service date for a
residential rental building is the date the
first unit in the building is ready and
available for occupancy under state or
local law. Rehabilitation expenditures
treated as a separate new building under
section 42(e) are placed in service at the
close of any 24-month period over which
the expenditures are aggregated, whether
or not the building is occupied during the
rehabilitation period.

Line 6. Generally, a building is treated as
federally subsidized if at any time during
the tax year or any prior tax year there is
outstanding any tax-exempt bond
financing or any below-market Federal
loan, the proceeds of which are used
(directly or indirectly) for the building or its
operation.

However, buildings receiving assistance
under the Home Investment Partnership
Act (as in effect on August 10, 1993) are
not treated as federally subsidized if 40%
or more of the residential units in the
building are occupied by individuals whose
income is 50% or less of the area median
gross income. Buildings located in New
York City receiving this assistance are not
treated as federally subsidized if 25% or
more of the residential units in the building
are occupied by individuals whose income
is 50% or less of the area median gross
income.

Generally, no credit is allowable for
acquisition of an existing building unless
substantial rehabilitation is done. See
sections 42(d)(2)(B)(iv) and 42(f)(5). Do not
issue Form 8609 for acquisition of an
existing building unless substantial
rehabilitation under section 42(e) is placed
in service.

Part |l—First-Year
Certification

Completed by Building Owner for
the First Year of Credit Period
Only

Note: Form 8609 is invalid unless Part | is
completed by the appropriate housing
credit agency.

Line 7a. See the instructions for line 5.

This date must correspond with the date
certified to the housing credit agency.

Line 7b. Enter the eligible basis (in dollars)
of the building. Determine eligible basis at
the close of the first year of the credit
period (see sections 42(f)(1), 42(f)(5), and
42(9)(3)(B)(iii) for determining the start of
the credit period).

For new buildings, the eligible basis is
generally the cost of construction or
rehabilitation expenditures incurred under
section 42(e).

For existing buildings, the eligible basis
is the cost of acquisition plus rehabilitation
expenditures not treated as a separate
new building under section 42(e) incurred
by the close of the first year of the credit
period.

If the housing credit agency has entered
an increased percentage in Part I, line 3b,
multiply the eligible basis by the increased
percentage and enter the result.

Residential rental property may qualify
for the credit even though part of the
building in which the residential rental units
are located is used for commercial use. Do
not include the cost of the nonresidential
rental property. However, you may
generally include the basis of common
areas or tenant facilities, such as
swimming pools or parking areas, provided
there is no separate fee for the use of
these facilities and they are made available
on a comparable basis to all tenants in the
project. You must reduce the eligible basis
by the amount of any Federal grant
received. Also reduce the eligible basis by
the entire basis allocable to
non-low-income units that are above the
average quality standard of the low-income
units in the building. You may, however,
include a portion of the basis of these
non-low-income units if the cost of any of
these units does not exceed by more than
15% the average cost of all low-income
units in the building, and you elect to
exclude this excess cost from the eligible
basis by checking the “Yes” box for line
9b. See section 42(d).

You may elect to reduce the eligible
basis by the principal amount of any
outstanding below-market Federal loan or
the proceeds of any tax-exempt obligation
to obtain a higher credit percentage. To
make this election, check the “Yes” box in
Part Il, line 9a. Reduce the eligible basis by
the principal amount of such loan or
obligation proceeds before entering the
amount on line 7b. You must reduce the
eligible basis by the principal amount of
such loan or obligation proceeds or any
Federal grant received before multiplying
the eligible basis by the increased
percentage in Part |, line 3b.

Line 8a. Multiply the eligible basis of the
building shown on line 7b by the smaller of
the unit percentage or the floor space
percentage as of the close of the first year
of the credit period and enter the result on
line 8a. Low-income units are units
occupied by qualifying tenants, while
residential rental units are all units, whether
or not occupied. See the instructions for
Part I, line 3a, on page 3.
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Line 8b. Each building is considered a
separate project under section 42(g)(3)(D)
unless, before the close of the first
calendar year in the project period (defined
in section 42(h)(1)(F)(ii)), each building that
is (or will be) part of a multiple building
project is identified by attaching a
statement to your tax return (as required in
the instructions for Form 8586, line 1) that
includes (a) the name and address of the
project and each building in the project,
(b) the building identification number (BIN)
of each building in the project, (c) the
aggregate credit dollar amount for the
project, and (d) the credit allocated to
each building in the project.

Two or more qualified low-income
buildings may be included in a multiple
building project only if they (a) are located
on the same tract of land (unless all of the
dwelling units in all of the buildings being
aggregated in the multiple building project
are low-income units—see section
42(g)(7)), (b) are owned by the same
person for Federal tax purposes, (c) are
financed under a common plan of
financing, and (d) have similarly
constructed housing units. A qualified
low-income building includes residential
rental property that is an apartment
building, a single-family dwelling, a town
house, a row house, a duplex, or a
condominium.

Line 9a. You may elect to reduce the
eligible basis by the principal amount of
any outstanding below-market Federal loan
or the proceeds of any tax-exempt
obligation and claim the 70% present value
credit on the remaining eligible basis.
However, if you make this election, you
may not claim the 30% present value
credit on the portion of the basis that was
financed with the below-market Federal
loan or the tax-exempt obligation.

Line 9b. See the instructions for Part Il,
line 7b, on page 3.

Line 10a. You may elect to begin the
credit period in the tax year after the
building is placed in service. Once made,
the election is irrevocable.

Note: Section 42(g)(3)(B)(iii) provides
special rules for determining the start of
the credit period for certain multiple
building projects.

Line 10b. Partnerships with 35 or more
partners are treated as the taxpayer for
purposes of recapture unless an election is
made not to treat the partnership as the
taxpayer. Check the “Yes” box if you do
not want the partnership to be treated as
the taxpayer for purposes of recapture.
Once made, the election is irrevocable.

Line 10c. You must meet the minimum
set-aside requirements under section 42(g)
for the project by electing one of the
following tests:

1. 20-50 Test: 20% or more of the
residential units in the project must be
both rent restricted and occupied by

individuals whose income is 50% or less of
the area median gross income, or

2. 40-60 Test: 40% or more of the
residential units in the project must be
both rent restricted and occupied by
individuals whose income is 60% or less of
the area median gross income.

Once made, the election is irrevocable.

Note: Owners of buildings in projects
located in New York City may not use the
40-60 test. Instead, they may use a 25-60
Test: 25% or more of the residential units
in the project must be both rent restricted
and occupied by individuals whose income
is 60% or less of the area median gross
income (see also section 142(d)(6)).

Caution: The minimum set-aside
requirement must be met by the close of
the first year of the credit period in order to
claim any credit for the first year or for any
subsequent years.

Line 10d. The deep-rent-skewed 15-40
election is not an additional test for
satisfying the minimum set-aside
requirements of section 42(g). The 15-40
test is an election that relates to the
determination of a low-income tenant’s
income. Generally, a continuing resident’s
income may increase up to 140% of the
applicable income limit (50% or less or
60% or less of the area median gross
income under the minimum set-aside rules
in Line 10c above). When the
deep-rent-skewed election is made, the
income of a continuing resident may
increase up to 170% of the applicable
income limit. If this election is made, at
least 15% of all low-income units in the
project must be occupied at all times
during the compliance period by tenants
whose income is 40% or less of the area
median gross income. A deep-rent-skewed
project itself must meet the requirements
of section 142(d)(4)(B). Once made, the
election is irrevocable.

Signature

Because Form 8609 requires an original
signature each year and the form is not
issued annually by the housing credit
agency, complete the following steps after
you receive the form from the agency:

1. Complete Part Il of the form (do not
sign it).

2. After completing Part Il, make a copy
of the form.

3. Complete all items in the signature
section of the copy that you file. Keep the
original copy you receive from the housing
credit agency so that copies can be made
from the unsigned original copy and used
for filing with your future years’ income tax
returns.

4. Complete Schedule A (Form 8609) for
each building and attach it to the signed
copy of Form 8609 you attach to your
income tax return.

5. If the maximum applicable credit
percentage allocated to the building in Part
I, line 2, reflects an election made under
section 42(b)(2)(A)(ii), you must attach a
copy of the election statement and, if the
binding agreement specifying the housing
credit dollar amount is contained in a
separate document, a copy of the binding
agreement to Form 8609 for the first tax
year in which the credit is claimed.

6. If the housing credit dollar amount
allocated in Part I, line 1b, reflects an
allocation made under section 42(h)(1)(E) or
42(h)(1)(F), you must attach a copy of the
allocation document to Form 8609 for the
first tax year the credit is claimed.

Note: If you received more than one
allocation (e.g., an allocation the year the
building was placed in service and a
second allocation based on an addition to
qualified basis), attach signed copies of
both Forms 8609 to your return.

Paperwork Reduction Act Notice. We
ask for the information on these forms to
carry out the Internal Revenue laws of the
United States. You are required to give us
the information. We need it to ensure that
you are complying with these laws and to
allow us to figure and collect the right
amount of tax.

You are not required to provide the
information requested on a form that is
subject to the Paperwork Reduction Act
unless the form displays a valid OMB
control number. Books or records relating
to a form or its instructions must be
retained as long as their contents may
become material in the administration of
any Internal Revenue law. Generally, tax
returns and return information are
confidential, as required by section 6103.

The time needed to complete and file
the following forms will vary depending on
individual circumstances. The estimated
average times are:

Form 8609

Learning about the law or

the form. 2 hr., 17 min.
Recordkeeping 8 hr., 37 min.
Preparing and sending

the form to the IRS . 2 hr., 31 min.
Schedule A (Form 8609)

Learning about the law or

the form . 47 min.
Recordkeeping 6 hr., 41 min.
Preparing and sending

the form to the IRS . . 56 min.

If you have comments concerning the
accuracy of these time estimates or
suggestions for making these forms
simpler, we would be happy to hear from
you. You can write to the Internal Revenue
Service at the address listed in the
instructions for the tax return with which
these forms are filed.



SCHEDULE A Annual Statement OMB No. 1545-0988
(Form 8609)
(Rev. January 2000) » Attach to Form 8609 and file with owner’s Federal income tax return. Atachment
Department of the Treasury » For Paperwork Reduction Act Notice, see instructions for Form 8609. Sequence No. 36a
A Building owner’s name B Identifying number »
C Building identification number »
1 Eligible basis of building - e e 1 |
2 Low-income portion (smaller of unit percentage or floor-space percentage) (if first year of the
credit period, see instructions) . 2

3 Qualified basis of low-income building. Multlply I|ne 1 by Ilne 2 (see mstructlons for exceptlons) 3

4 Part-year adjustment for disposition or acquisition during the tax year . 4

5 Credit percentage . >

6 Multiply line 3 or line 4 by the percentage on Ilne 5 6

7 Additions to qualified basis, if any . . . 7

8 Part-year adjustment for disposition or acqursrtlon dunng the tax year . 8

9 Credit percentage. Enter one-third of the percentage on line 5 9
10 Multiply line 7 or line 8 by the percentage on line 9 10
11 Section 42(f)3)(B) modification 11
12 Add lines 10 and 11. 12
13 Credit for building before line 14 Teduction. Subtract line 12 from line 6 13
14 Disallowed credit due to Federal grants (see instructions) . . 14
15 Credit allowed for building for tax year. Subtract line 14 from line 13, but do not enter more than

the amount shown on Form 8609, Part I, line 1b . . 15

16 Taxpayer’s proportionate share of credit for the year (see mstructlons) . . |16
17 Adjustments for deferred first-year credit and prior election to accelerate credit (see |nstruct|ons) 17
18 Taxpayer’s credit. Combine lines 16 and 17. Enter here and in Part | of Form 8586 (see instructions) 18

General Instructions

Section references are to the Internal
Revenue Code unless otherwise noted.

Note: Some of the line numbers on the
December 1988 and March 1991 revisions
of Form 8609 differ from later revisions. In
these cases, the line references that
correspond to the 1988 or 1991 revisions,
if different, are shown in parentheses in
these instructions.

Purpose of Schedule

Schedule A (Form 8609) must be
completed by the building owner each year
of the 15-year compliance period, whether
or not a credit is claimed for the tax year.
For a building receiving separate
allocations for the existing building and for
the rehabilitation expenditures, a separate
Schedule A must be completed for each
credit claimed.

The building owner must attach
Schedule A, the owner’s copy of Form
8609, and Form 8586, Low-Income
Housing Credit, to the owner’s tax return.
If the owner is a partnership, S
corporation, estate, or trust (flow-through
entity), the entity will complete and attach
these forms to its return. If you are a
partner, shareholder, or beneficiary in a
flow-through entity that owns the building,
Form 8586 is the only form needed to
claim the credit.

Recapture of Credit

If the qualified basis of the building has
decreased from the qualified basis at the
close of the previous tax year, you may
have to recapture parts of the credits
allowed in previous years. See Form 8611,
Recapture of Low-Income Housing Credit.

Specific Instructions

Item B. If you are an individual, enter your
social security number. All others, enter your
employer identification number.

Item C. Enter the building identification
number from Part |, item E, of Form 8609.

Line 1. Generally, the eligible basis of a
building for its entire 15-year compliance
period is the amount of eligible basis
entered on Form 8609, line 7b (Part Il,
line 1b, on the 1988 and 1991 revisions).

Basis increases for buildings in certain
high-cost areas. In order to increase the
allocated credit for buildings in certain
high-cost areas, the housing credit agency
may increase the eligible basis of buildings
located in these areas (after adjustments, if
any, for Federal subsidies and grants). The
agency may make this increase under the
high-cost-area provisions of section
42(d)(3)(C).

The agency shows the increased
percentage of the eligible basis in Part |,
line 3b, of Form 8609. The eligible basis
entered on Form 8609 should reflect the
percentage increase.

If the agency used an earlier revision of
Form 8609 that did not have line 3b in Part
| to issue a 1990 credit allocation to which
the high-cost-area provisions were applied,
it should have notified you of the Part |
percentage increase in a separate
statement. Based on this statement,
increase the eligible basis of the building
reported in Part Il of the Form 8609 you
file.

Note: This increase cannot cause the
credit on line 15 of Schedule A to exceed
the credit amount allocated on line 1b,
Part | of Form 8609.

Basis reductions. The amount of eligible
basis entered on Form 8609 does not
include the cost of land, the amount of any
Federal grant received for the building
during the first year of the credit period, or
any portion of a building’s adjusted basis
for which an election was made prior to
November 5, 1990, under section 167(k).
Do not reduce the eligible basis on line 1
of Schedule A by the amounts of any
Federal grants received after the first year
of the credit period. The calculation for line
14 of Schedule A will reduce the credit by
the amount of any Federal grants received
during the compliance period that did not
reduce the eligible basis during the first
year of the credit period.

For more details on determining eligible
basis, see the instructions for Form 8609,
line 7b (Part Il, line 1b, on the 1988 and
1991 revisions).

Line 2. Only the portion of the basis on
line 1 attributable to the low-income rental
units in the building at the close of the tax
year qualifies for the credit. This is the
smaller of (a) the percentage of
low-income units to all residential rental
units (the “unit percentage”) or (b) the
percentage of floor space of the
low-income units to the floor space of all
residential rental units (the “floor space
percentage”). This percentage must be
shown on line 2 as a decimal carried out to
at least four places (e.g., 50% = .5000).
Low-income units are units occupied by
qualifying tenants, while residential rental
units are all units, whether or not occupied.

Generally, a unit is not treated as a low-
income unit unless it is suitable for
occupancy and is used other than on a
transient basis. Section 42(i)(3) provides for
certain exceptions (e.g., units that provide

Cat No. 10614Q
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transitional housing for the homeless may
qualify as low-income units). See section
42(i)(3) for more details.

If you dispose of the building, or your
entire interest in the building, before the
close of the tax year, the low-income
portion must be determined on the date
you disposed of the building. If you
dispose of less than your entire interest in
the building, the low-income portion must
be determined at the close of the tax year.

First-year modified percentage. For the
first year of the credit period, you must use
a modified percentage on line 2 to reflect
the average portion of a 12-month period
that the units in a building were occupied
by low-income individuals. Find the
low-income portion as of the end of each
full month that the building was in service
during the year. Add these percentages
together and divide by 12. Enter the result
on line 2. For example, if a building was in
service for the last 3 full months of your tax
year, and was half occupied by low-income
tenants as of the end of each of those 3
months, then assuming the smaller
percentage was the unit percentage, you
would enter .1250 on line 2 (i.e., [5 +.5 +
5] + 12 = .1250).

This first year adjustment does not affect
the amount of qualified basis on which the
credit is claimed in the remaining 9 years
of the credit period. In general, the credit is
claimed in the remaining 9 years by
reference to the qualified basis at the close
of each tax year.

Because the first year credit is not
determined solely by reference to the
qualified basis at the close of the first year
of the credit period, any reduction in credit
resulting from the application of the first
year adjustment may be claimed in the
11th year. See the instructions for line 17
on page 3.

Line 3. Generally, multiply line 1 by line 2
to figure the portion of the eligible basis of
the building attributable to the low-income
residential rental units.

Imputed qualified basis of zero. However,
the qualified basis of the building (line 3) is
zero if any of the following three conditions
apply.

1. The minimum set-aside requirement
elected for the project on Form 8609, line
10c (Part Il, line 5c, on the earlier
revisions), is not met.

2. The deep-rent-skewed test (15-40
Test) elected for the project on Form 8609,
line 10d (Part Il, line 5c, on the 1988
revision; Part Il, line 5d, on the 1991
revision), is violated. The 15-40 Test is not
an additional test for satisfying the
minimum set-aside requirements of section
42(g). The 15-40 Test is an election that
relates to the determination of a
low-income tenant’s income. If this test is
elected, at least 15% of all low-income
units in the project must be occupied at all
times during the compliance period by
tenants whose income is 40% or less of
the area median gross income.

3. You disposed of the building or your
entire interest therein during the tax year. If
you did not post a bond, in addition to
using an imputed basis of zero on line 3,

you may have to recapture a portion of
credits previously taken. File Form 8611 to
figure and report the recapture amount.
This paragraph affects only those
taxpayers who dispose of the building or
their entire interest therein. Those acquiring
the building (or any interest therein) are not
affected and, if the minimum set-aside
requirements are otherwise satisfied, they
may take a credit for the fraction of the
year the building is owned by them,
regardless of whether or not the seller
posted a bond.

Regulations under section 42(j) may
provide other instances where you will
have an imputed qualified basis of zero.

Note: If the qualified basis of the building
is zero, or if the building has an imputed
qualified basis of zero, you may not claim a
credit for the building for the tax year. You
must enter zero on lines 3 and 16, and skip
lines 4 through 15 and lines 17 and 18.

At-risk limitation for individuals and
closely held corporations. The basis of
property may be limited if you borrowed
against the property and are protected
against loss, or if you borrowed money
from a person who has other than a
creditor interest in the property. See
section 42(k).

Line 4. If you disposed of a building or
your entire interest therein during the tax
year and you posted a bond under section
42(j)(6), you may claim a credit based only
on the number of months during the tax
year for which you owned the building or
an interest therein. Similarly, if you
previously had no interest in the building,
but you acquired the building or an interest
therein during the tax year, you may claim
a credit based only on the number of
months during the tax year for which you
owned the building or an interest therein.

If the building is owned by a
flow-through entity, the entity does not
need to make any adjustment on line 4,
unless the entity either disposes of the
building or its entire interest therein, or
acquires the building or an interest therein
during the tax year (and the entity
previously had no interest in the building).
Do not make an adjustment on line 4 for
changes in the interests of the members of
the flow-through entity during the tax year.
Instead, the entity must reflect these
changes in the amount of credit it passes
through to its members.

The owner who has owned the building
for the longest period during the month in
which the change in ownership occurs is
deemed to have owned the building for
that month. If the seller and new owner
have owned the building for the same
amount of time during the month of
disposition, the seller is deemed to have
owned the building for that month.

If you owned the building, or an interest
therein, for the entire year (i.e., the full 12
months in your tax year), enter zero on line
4 and go to line 5. If, for a portion of the
tax year, you had no ownership interest in
the building, multiply the qualified basis on
line 3 by a fraction, the numerator of which
is the number of months during the tax
year that you owned the building and the
denominator of which is 12 (e.g., if line 3 is

$100,000 and the building was owned for
9 months, then line 4 would be $75,000
(9/12 X $100,000)). Enter the result on
line 4.

Note: Upon a change of ownership, the
seller must give the new owner a copy of
Form 8609 with Parts | and Il completed
and the signature area blank. The buyer
and seller must retain copies of Form 8609
for recordkeeping purposes. The new
owner must follow the Schedule A
instructions and the instructions for Form
8609 to claim any credits.

Line 5. If the agency has made an
allocation on Form 8609, enter on line 5
the credit percentage shown on Form
8609, Part I, line 2. This percentage must
be shown on line 5 as a decimal carried
out to at least four places (e.g., 9.12%
would be shown on line 5 as .0912).

Note: If you were allocated a 70% present
value credit percentage for a building that
was not federally subsidized and the
building later receives a Federal subsidy,
your credit percentage is reduced to the
30% present value credit that was in effect
during the month the building was placed
in service or for the month elected under
section 42(b)(2)(A)(ii), whichever applies.
The 30% present value credit applies to
the building for the year the Federal
subsidy was received and for the remainder
of the compliance period, whether or not
the Federal subsidy is repaid. See section
42(i)(2).

Line 6. If you owned the building, or had
an interest therein, for the entire tax year,
multiply line 3 by line 5. If you had no
ownership interest in the building for a
portion of the tax year, multiply line 4 by
line 5.

Lines 7 Through 12

If you are not claiming a credit for
additions to qualified basis on line 7, skip
lines 7 through 12 and go to line 13.

A

You may claim a credit for an
addition to qualified basis only
if credit amounts have been
allocated by the housing credit
agency to cover these
additions.

Line 7. An addition to qualified basis results
when there is an increase in the number of
low-income units or an increase in the floor
space of the low-income units over that
which existed at the close of the first year
of the credit period (before application of
the modified percentage calculation).
Credits for an addition to qualified basis are
claimed at the reduced credit percentage of
two-thirds of the credit percentage
(expressed as a decimal carried out to at
least four places) on line 5 through the end
of the 15-year compliance period.

If you are claiming a credit for additions
to qualified basis, you must subtract the
original qualified basis of the building at
the close of the first year of the credit
period (see Form 8609, line 8a (Part Il, line
2a, on the 1988 and 1991 revisions)) from
the building’s qualified basis entered on
line 3 of Schedule A. Enter the result on
line 7. If the result is zero or less, skip lines
8 through 12 and enter the credit from line
6 on line 13.

CAUTION
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Line 8. Similar to the instructions for line 4,
if you disposed of a building or your entire
interest therein during the tax year and you
posted a bond under section 42(j)(6), your
credit for the year is adjusted to reflect the
number of months during the tax year that
you owned the building or an interest
therein. Similarly, if you previously had no
interest in the building, but you acquired
the building or an interest therein during
the tax year, your credit for the year is
adjusted to reflect the number of months
during the tax year you owned the building
or an interest therein.

If the building is owned by a
flow-through entity, the entity does not
need to make any adjustment on line 8,
unless the entity either (a) disposes of the
building or its entire interest therein or
(b) acquires the building or an interest
therein during the tax year (and the entity
previously had no interest in the building).
Do not make an adjustment on line 8 for
changes in the interests of the members of
the flow-through entity during the tax year.
Instead, the entity must reflect these
changes in the amount of credit it passes
through to its members.

If you owned the building, or an interest
therein, for the entire tax year, enter zero
on line 8 and go to line 9. If you had no
ownership interest in the building for a
portion of the tax year, multiply the
additions to qualified basis on line 7 by a
fraction, the numerator of which is the
number of months during the tax year you
owned the building and the denominator of
which is 12. Enter the result on line 8.

Line 9. The credit for additions to the
building’s qualified basis is determined
using two-thirds of the credit percentage
allowable for the building’s original
qualified basis. Therefore, one-third of the
credit percentage (expressed as a decimal
carried out to at least four places) on line 5
is not allowed. Enter on line 9 one-third of
the amount shown on line 5. This amount
must be reported on line 9 as a decimal
carried out to at least four places (e.g., if
the credit percentage entered on line 5 is
.0912, one-third of that percentage would
be expressed as .0304). See section
42(f)(3).

Line 10. If you owned the building, or had
an interest therein, for the entire tax year,
multiply line 7 by line 9. If you had no
ownership interest in the building for a
portion of the tax year, multiply line 8 by
line 9.

Line 11. Additions to qualified basis must
be adjusted to reflect the average portion
of the year that the low-income units
relating to the increase were occupied.
This adjustment is required if there is an
increase in the qualified basis of the
building from the previous tax year. To
determine this adjustment amount,
complete the worksheet on page 4.

Line 14. The eligible basis must be
reduced by the amount of any Federal
grant for the building or the operation
thereof during the 15-year compliance
period. If this reduction does not apply,
enter zero on line 14. Otherwise, figure the
reduction as follows:

1. Divide the total amount of all Federal
grants received for the building during the
compliance period that did not already
reduce the amount of the eligible basis
(reported on line 1 of Schedule A) by the
eligible basis on line 1 of this Schedule A.
Express the result as a decimal carried out
to at least four places.

Note: If the eligible basis on line 1 of this
Schedule A was increased by a percentage
allowable under section 42(d)(5)(C) (and
reflected either in Part I, line 3b, of Form
8609 or in a separate statement issued to
you by the housing credit agency), then
increase the total amount of all Federal
grants in 1 by this percentage increase and
divide this amount by the eligible basis on
line 1 of this Schedule A. For example, if
the percentage increase is 130% and all
Federal grants total $11,000, multiply
$11,000 by 1.3000 and divide the result
($14,300) by the eligible basis on line 1.

2. Multiply the decimal amount
determined in 1 by the credit on line 13.
Enter this result on line 14.

Line 16. To determine the amount to enter
on line 16, you must take into account the
applicable rules listed in paragraphs 1, 2,
3, and the Special rules below.

1. If the building is owned completely by
one taxpayer, enter the line 15 credit (after
adjustment for any applicable special rule
below) on line 16.

2. If the building is owned by more than
one taxpayer, and those taxpayers are not
members of a flow-through entity, then the
line 15 credit (after adjustment for any
applicable special rule below) must be
distributed according to each taxpayer’s
respective ownership interest in the
building. For example, if a building is
owned by individuals A and B (60% by A
and 40% by B), each would complete a
separate Schedule A as follows. Lines 1
through 15 would be the same for each,
assuming no part-year adjustments are
necessary. However, A would enter 60% of
line 15 on line 16, and B would enter 40%
of line 15 on line 16. Therefore, enter on
line 16 your share of the line 15 credit for
the building that relates to your interest in
the building. If your interest increases or
decreases during the tax year, the change
must be taken into account in determining
your share of the line 15 credit.

Note: The aggregate credit claimed by the
owners of the building cannot exceed the
line 15 credit amount for the building.

3. If a flow-through entity is completing
Schedule A as the sole owner of the
building, enter the line 15 credit (after
adjustment for any applicable special rule
below) on line 16.

Special rules. If a taxpayer is subject to
recapture because of failure to post a
bond upon the disposition of a building or
interest therein (see De minimis recapture
rule below), no credit is allowed to the
taxpayer for that percentage of the interest
disposed of by the taxpayer. The credit
allowed to the taxpayer for the tax year is
determined by reference to the taxpayer’s
remaining interest in the building at the
close of the tax year. For example, assume
that a taxpayer owns 100% of a building

for 9 months of the tax year and 40% of
the building for the last 3 months of the
tax year. (The taxpayer disposed of a 60%
interest at the close of the ninth month.) If
the taxpayer does not post a bond, the
taxpayer’s credit on line 16 would be
based on 40% of the line 15 credit for the
building. Similarly, although a taxpayer
might not be subject to recapture upon a
disposition of a de minimis portion
(explained below) of the taxpayer’s interest
in the building, no credit is allowed to the
taxpayer for the percentage of the interest
disposed of by the taxpayer. The credit
allowed to the taxpayer for the tax year is
determined by reference to the taxpayer’s
remaining interest in the building at the
close of the tax year.

If the taxpayer posts a bond upon the
disposition of the building or an interest
therein, the taxpayer is allowed credit for
the year both with respect to the
ownership interest disposed of by the
taxpayer and the interest retained by the
taxpayer. For example, again assume that
a taxpayer owns 100% of a building for 9
months of the tax year and 40% of the
building for the last 3 months of the tax
year. After posting a bond, the taxpayer’s
credit on line 16 would be based upon %12
of 100% (or 75%) of the line 15 credit for
the building plus %12 of 40% (or 10%) of
the line 15 credit amount.

If a taxpayer posts a bond upon the
disposition of the building or upon a
disposition of the taxpayer’s entire interest
in the building, the taxpayer’s line 16 credit
amount is determined by multiplying the
line 15 credit amount by the percentage
interest in the building disposed of by the
taxpayer. For example, if a building is
owned by individuals A and B (60% by A
and 40% by B) and at the close of the fifth
month of the tax year, C buys A’s 60%
interest in the building and A posts a bond,
then A would enter 60% of line 15 on line
16. (Lines 4 and 8 have already taken into
account the 5 months of the tax year that
A held an interest in the building.)

De minimis recapture rule. For
administrative purposes, the Service
intends to issue regulations adopting a de
minimis rule that applies to partners in
partnerships (other than partnerships
described in section 42(j)(5)(B)) owning
interests in qualified low-income buildings.
The rule allows a partner to elect to avoid
or defer recapture resulting from a
disposition of interest in a partnership
without posting bond until the partner has
disposed of more than 33%:% of the
partner’s greatest total interest in the
qualified low-income building through the
partnership. See Rev. Rul. 90-60, 1990-2
C.B. 3, for more information on the de
minimis rule.

Upon application by the building owner,
the IRS may waive any recapture of the
low-income housing credit for any
de minimis error in complying with the
minimum set-aside requirements.

Line 17. Use line 17 to report the following
adjustments:

Deferred first-year credit. The first-year
credit may have been reduced based on
the number of full months the building was
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in service. The deferred balance of the
credit for the first year is allowed in the
11th year. Include it on line 17 as a
positive amount.

For example, see the example under
First-year modified percentage on page
2. If this is the 11th year, enter .8750 times
the eligible basis of the building (line 1)
times the low-income portion (line 2) times
the credit percentage (line 5). The factor
.8750 is 1.0000 minus .1250, the modified
percentage figured for year one in the
example.

Reduction for one-time election to
accelerate credit. The Revenue
Reconciliation Act of 1990 allowed
qualifying taxpayers to make a one-time
election to accelerate their credit for the
first tax year ending after October 24,
1990. If this election was made, you must
reduce each later year’s allowable credit
for property on which the increased credit
was claimed by that year’s pro rata share
of the increased credit. To find the pro rata
reduction share, divide the amount on line
17 of the January 1991 revision of

Schedule A (Form 8609) by the number of
allowable credit years after the election
year. This pro rata reduction amount will
be the same for each credit year after the
election year. Include it on line 17 as a
negative amount.

For example, assume a taxpayer elected
to claim an accelerated credit of $90 for
the 1990 tax year. If the property is eligible
for 9 years of credit after the election year,
the allowable credit in each of the
remaining 9 years is reduced by $10 ($90
divided by 9). In this example, the taxpayer
(or its successor) would report ($10) on line
17 for each of the 9 tax years after the
election year.

Line 18. If you are a qualifying partnership
or S corporation that elected the
accelerated credit for the first tax year
ending after October 24, 1990, enter the
line 18 amount in Part | of Form 8586 and
separately allocate the line 18 amount to
partners and shareholders as follows:

1. The regular 100% credit portion is
allocated to nonqualifying partners.

2. The reduced credit portion (i.e., 100%
credit less the line 17 pro rata reduction
amount) is allocated to qualifying partners
and all shareholders (see Note below
regarding treatment of the reduced credit
for nonqualifying shareholders).

Note: Although the increased credit was
figured for all shareholders of a qualifying S
corporation, shareholders who were
nonqualifying shareholders were not
permitted to claim on their tax returns their
share of the increased credit. Instead, each
nonqualifying shareholder’s share of the
increased credit is maintained in a
suspense account and only the regular
100% credit is distributed to the
nonqualifying shareholders on

Schedule K-1 (Form 1120S). In tax years
after the election year, the suspended
credit is used to offset the nonqualifying
shareholder’s share of the pro rata
reduction in the credit (line 17 of Schedule
A). See Section 7 of Rev. Proc. 91-7,
1991-1 C.B. 416.

Line 11 Worksheet (Keep for Your Records)

1 Enter the qualified basis of the building from line 3 of the previous tax year’s Schedule A . . 1

Note: If the amount entered on line 1 is greater than zero, skip line 2 and go to line 3.

2 If the amount entered on line 1 was zero as a result of an imputed qualified basis of zero due to,
for example, violation of the minimum set-aside requirement or the deep-rent-skewed test, enter
what would otherwise have been the qualified basis of the building (i.e., the amount that would have
been entered for the building on line 3 of the previous tax year’s Schedule A). This amount may be
determined by multiplying the amount on line 1 of the previous year’s Schedule A by the amount

on line 2 of the previous year’s Schedule A

3 Increased qualified basis. Subtract the greater of the amount entered on line 1 or line 2 of this
worksheet from the qualified basis entered on line 3 of this Schedule A. If the amount entered on
line 1 or line 2 of this worksheet is greater than zero but less than the original qualified basis of the
building entered on Form 8609, line 8a (Part Il, line 2a, on the 1988 and 1991 revisions), then enter

on line 3 of this worksheet the amount from line 7 of this Schedule A .

Note: If line 3 of this worksheet is zero or less, do not complete the worksheet Instead enter

zero on line 11 of Schedule A and go to line 12.

4 Modified percentage. This is similar to the First-year modified percentage instructions for line
2, Schedule A. For each month during the tax year in which there was an increase in the
low-income portion of the building, take the low-income portion of the building and subtract the
low-income portion of the building at the close of the previous tax year (the amount on line 2
of the previous tax year’s Schedule A). For example, if the previous tax year’s low-income portion
of .5000 increased to .7500 for the months of October, November, and December of this tax
year, then subtract .5000 from .7500 to get an increase of .2500 for each month of October
through December. Add these amounts together, divide by 12, and enter this amount. (This
amount must be shown as a decimal carried out to at least four places (e.g., .2500 + .2500 +

.2500 = .7500, divided by 12 = .0625.))

this worksheet

5 Increased qualified basis entitled to reduced credit. Multlply line 1 of Schedule A by line 4 of

6 Increased qualified basis not entitled to reduced credit. Subtract line 5 above from line 3 above 6

7 Schedule A, line 11 modification. Multiply the amount on line 6 of this worksheet by two-thirds
of the amount on line 5 of Schedule A. Enter this amount on line 11 of Schedule A

®
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Department of the Treasury
Internal Revenue Service

Recapture of Low-Income Housing Credit

» Attach to your return.

Note: Complete a separate Form 8611 for each building to

which recapture applies.

OMB No. 1545-1035

Attachment
Sequence No. 90

A Name(s) shown on return B Identifying number
C Address of building (as shown on Form 8609) D Building identification E Date placed in service (from
number (BIN) Form 8609)
F If building is financed in whole or part with tax-exempt bonds, see instructions and furnish:
(1) Issuer’s name (2) Date of issue
(3) Name of issue (4) CUSIP number
Note: If recapture is passed through from a flow-through entity (partnership, S corporation, estate, or trust), skip lines 1 — 7 and
go to line 8.
1 Enter total credits reported on Form 8586 in prior years for this building. .. 1
2 Credits included on line 1 attributable to additions to qualified basis (see instructions) . 2
3 Credits subject to recapture. Subtract line 2 from line 1 3
4 Credit recapture percentage (see instructions) . 4
5 Accelerated portion of credit. Multiply line 3 by line 4 . e e e 5
6 Percentage decrease in qualified basis. Express as a decimal amount carried out to at least 3 places
(see instructions) .. ) e 6
7 Amount of accelerated portion recaptured Multrply Ilne 5 by Ilne 6. Section 42(])( ) partnerships,
go to line 13. All other flow-through entities (except electing large partnerships), enter the result
here and enter each recipient’s share on the appropriate line of Schedule K-1. Generally,
flow-through entities other than electing large partnerships will stop here. (Note: An estate or
trust enters on line 8 only its share of recapture amount attributable to the credit amount
reported on its Form 8586.) .. 7
8 Enter recapture amount from flow-through entrty . 8
9 Enter accelerated portion of the unused credit attributable to thrs burldrng (see mstructrons) . 9
10 Net recapture. Subtract line 9 from line 7 or line 8. If less than zero, enter -0-. 10
11 Enter interest on the line 10 recapture amount (see instructions) PR I &
12 Total recapture. Add lines 10 and 11. Enter here and on the appropriate line of your tax return.
If more than one Form 8611 is filed, add the line 12 amounts from all forms and enter the total
on the appropriate line of your return. Electing large partnerships, see instructions 12
Only Section 42(j)(5) partnerships need to complete lines 13 and 14.
13 Enter interest on the line 7 recapture amount (see instructions). 13
14 Total recapture. Add lines 7 and 13 (see instructions) . 14

General Instructions

Section references are to the Internal
Revenue Code.

Purpose of Form

Use this form if you must recapture part of
the low-income housing credit you took in
previous years because:

® The qualified basis of a building decreased
from one year to the next, or

® You disposed of the building or an
ownership interest in it, and you did not post
a satisfactory bond or pledge eligible U.S.
Treasury securities as collateral. For details on
how to avoid recapture on a building
disposition, see section 42(j)(6); Form 8693,
Low-Income Housing Credit Disposition Bond;
and Rev. Proc. 99-11, 1999-2 |.R.B. 14.

Note: If the decrease in qualified basis is
because of a change in the amount for which
you are financially at risk on the building, then
you must first recalculate the amount of credit
taken in prior years under section 42(k) before
you calculate the recapture amount on this
form.

To complete this form you will need copies
of the following forms that you have filed:
Form 8586, Low-Income Housing Credit (and
Form 3800, General Business Credit, if
applicable); Form 8609, Low-Income Housing
Credit Allocation Certification; Schedule A
(Form 8609), Annual Statement; and Form
8611.

Note: Flow-through entities must give
partners, shareholders, and beneficiaries the
information that is reported in items C, D, E,
and F of Form 8611.

Generally, recapture applies if:
® You dispose of a building or an ownership
interest in it;
® There is a decrease in the qualified basis of
the building from one year to the next; or
® The building no longer meets the minimum
set-aside requirements of section 42(g)(1), the
gross rent requirement of section 42(g)(2), or
the other requirements for the units which are
set aside.

However, recapture does not apply if:

® You disposed of the building or an
ownership interest in it and you posted a
satisfactory bond or pledged eligible U.S.

Treasury securities as collateral (for detalils,
see section 42(j)(6); Form 8693; and Rev.
Proc. 99-11);

® You disposed of an ownership interest in a
building that you held through an electing
large partnership;

® The decrease in qualified basis does not
exceed the additions to qualified basis for

which credits were allowable in years after
the year the building was placed in service;

® You correct a noncompliance event within
a reasonable period after it is discovered or
should have been discovered;

® The credit did not reduce your tax liability
(but you must adjust the allowable general
business credit carryback and carryforward); or

® The qualified basis is reduced because of a
casualty loss, provided the property is
restored or replaced within a reasonable
period.

Recordkeeping Requirements

To verify changes in qualified basis from year
to year, you must keep, for 3 years after the
15-year compliance period ends, a copy of all
Forms 8586, 8609, Schedule A (Form 8609),
8611, and 8693.

For Paperwork Reduction Act Notice, see page 2.

Cat. No. 63983Q

Form 8611 (Rev. 1-99)
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Specific Instructions

Note: If recapture is passed through from a
flow-through entity (partnership,

S corporation, estate or trust), skip lines 1-7
and go to line 8.

Item F. If the building is financed with
tax-exempt bonds, furnish the following
information: (1) name of the entity that issued
the bond (not the name of the entity receiving
the benefit of the financing); (2) date of issue,
generally the first date there is a physical
exchange of the bonds for the purchase
price; (3) name of the issue, or if not named,
other identification of the issue; and (4)
CUSIP number of the bond with the latest
maturity date. If the issue does not have a
CUSIP number, enter “None.”

Line 1. Enter the total credits claimed on the
building for all prior years from Part I, Form
8586 (before reduction due to the tax liability
limit). No credit may be claimed in the year of
recapture. See Part | of Form(s) 8586 you
have filed. Do not include credits taken by a
previous owner.

Line 2. Determine the amount to enter on this
line by completing a separate Line 2
Worksheet (below) for each prior year for
which line 7 of Schedule A (Form 8609) was
completed.

Line 4. Enter the credit recapture percentage,
expressed as a decimal carried to at least 3
places, from the table below:

IF the recapture THEN

event occurs enter on
in... line4...
Years 2 through 11 . .333
Year 12 .267
Year 13 .200
Year 14 133
Year 15 .067

Line 6. Enter the percentage decrease in
qualified basis from the close of the previous
year to the close of the current year.

For this purpose, figure qualified basis
without regard to any additions to qualified
basis after the first year of the credit period.
Compare any decrease in qualified basis first
to additions to qualified basis. Recapture
applies only if the decrease in qualified basis

exceeds additions to qualified basis after the
first year of the credit period.

If you disposed of the building or an
ownership interest in it and did not post a
bond, you must recapture all of the
accelerated portion shown on line 5. Enter
1.000 on line 6.

Note: If the decrease causes the qualified
basis to fall below the minimum set-aside
requirements of section 42(g)(1) (the 20-50
test or the 40-60 test), then 100% of the
amount shown on line 5 must be recaptured.
Enter 1.000 on line 6. If you elected the 40-60
test for this building and the decrease causes
you to fall below 40%, you cannot switch to
the 20-50 test to meet the set-aside
requirements. You must recapture the entire
amount shown on line 5.

Line 9. Multiply the unused credits
attributable to this building by the decimal
amount on line 4 and enter the result on line
9. Reduce the amount of any unused credit
by the amount of recapture before claiming
any carryforward of the low-income housing
credit on Form 3800. See the separate
Instructions for Form 3800 for details on the
carryforward of unused credits.

Special rule for electing large partnerships.
Enter zero on line 9. An electing large
partnership is treated as having fully used all
prior year credits.

Line 11. Compute the interest separately for
each prior tax year for which a credit is being
recaptured. Interest must be computed at the
overpayment rate determined under section
6621(a)(1) and compounded on a daily basis
from the due date (not including extensions)
of the return for the prior year until the earlier
of (a) the due date (not including extensions)
of the return for the recapture year, or (b) the
date the return for the recapture year is filed
and any income tax due for that year has
been fully paid.

Tables of interest factors to compute daily
compound interest were published in Rev.
Proc. 95-17, 1995-1 C.B. 556. The annual
interest rate in effect and the corresponding
page number in 1995-1 C.B. for periods
through March 31, 1999, are shown in Rev.
Rul. 98-61, 1998-51 |.R.B. 8. For periods
after March 31, 1999, use the overpayment
rate under section 6621(a)(1) in the revenue
rulings published quarterly in the Internal
Revenue Bulletin.

Line 2 Worksheet

a Enter the amount from line 10, Schedule A (Form 8609). a
b Multipyaby2 . . . . . . . . . . . . . b
c Enter the amount from line 11, Schedule A (Form 8609). c
d Subtract c fromb . d
e Enter decimal amount figured in step 1 of the instructions for

line 14, Schedule A (Form 8609). If line 14 does not apply to you,

enter -0- . . €

Multiply d by e . f

Subtract f from d ¢}
h Divide line 16, Schedule A (Form 8609) by line 15, Schedule A

(Form 8609). Enter the result here h
i Multiply g by h. Enter this amount on line 2. (If more than one

worksheet is completed, add the amounts on i from all )

worksheets and enter the total on line 2.) . I

®

Note: If the line 8 recapture amount is from a
section 42(j)(5) partnership, the partnership
will figure the interest and include it in the
recapture amount reported to you. Enter “-0-"
on line 11 and write “Section 42(j)(5)” to the
left of the entry space for line 11.

Line 12. Special rule for electing large
partnerships. Subtract the current year
credit, if any, shown on Form 8586, line 7,
from the total of the line 12 amounts from all
Forms 8611. Enter the result (but not less
than zero) on Form 1065-B, Part |, line 26.

Note: You must also reduce the current year
low-income housing credit, before entering it
on Schedules K and K-1, by the amount of
the reduction to the total of the recapture
amounts.

Lines 13 and 14. Only section 42(j)(5)
partnerships complete these lines. This is a
partnership (other than an electing large
partnership) that has at least 35 partners,
unless the partnership elects (or has
previously elected) not to be treated as a
section 42(j)(5) partnership. For purposes of
this definition, a husband and wife are treated
as one partner.

For purposes of determining the credit
recapture amount, a section 42(j)(5)
partnership is treated as the taxpayer to
which the low-income housing credit was
allowed and as if the amount of credit
allowed was the entire amount allowable
under section 42(a).

See the instructions for line 11 to figure the
interest on line 13. The partnership must
attach Form 8611 to its Form 1065 and
allocate this amount to each partner on
Schedule K-1 (Form 1065) in the same
manner as the partnership’s taxable income
is allocated to each partner.

Paperwork Reduction Act Notice. We ask
for the information on this form to carry out
the Internal Revenue laws of the United
States. You are required to give us the
information. We need it to ensure that you are
complying with these laws and to allow us to
figure and collect the right amount of tax.

You are not required to provide the
information requested on a form that is
subject to the Paperwork Reduction Act
unless the form displays a valid OMB control
number. Books or records relating to a form
or its instructions must be retained as long as
their contents may become material in the
administration of any Internal Revenue law.
Generally, tax returns and return information
are confidential, as required by section 6103.

The time needed to complete and file this
form will vary depending on individual
circumstances. The estimated average time
is:

Recordkeeping . 6 hr., 56 min.
Learning about the

law or the form . .1 hr., 5 min.
Preparing and sending

the form to the IRS 1 hr., 16 min.

If you have comments concerning the
accuracy of these time estimates or
suggestions for making this form simpler, we
would be happy to hear from you. You can
write to the IRS at the address listed in the
instructions for the tax return with which this
form is filed.
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(Rev. February 1997)

Department of the Treasury
Internal Revenue Service

Low-Income Housing Credit Disposition Bond
(For use by taxpayers posting bond under section 42(j)(6))

Attach to your return after receiving IRS approval.

OMB No. 1545-1029

Attachment
Sequence No. 91

Name of taxpayer making disposition

Identifying number

Bonding

1 Address of building as shown on Form 8609 (do not use P.O. box)

2 Building identification number

3 Date the 15-year compliance period ends

4 Check the box that applies:

This is an |:| original bond, |:| strengthening bond, or

|:| superseding bond.

5 Date property 6 Date bond issued

interest disposed of

7a Bond is given by

( )

Principal Telephone number (optional)
Address
as principal and
Surety
as surety or sureties.
Address

7b As principal and surety, we are obligated to the United States in the amount of $
jointly and severally obligate our heirs, executors, administrators, successors, and assigns for the payment of this amount.

. We also

Signatures

Under penalties of perjury, | declare that | have examined this form and any accompanying statements, and to the best of my knowledge and belief,

they are true, correct, and complete.

Signature of principal Name (please print) Date
Signature of principal Name (please print) Date
Signature of surety Name and identifying number (please print) Date
Signature of surety Name and identifying number (please print) Date

Certificate of Corporate Principal (corporations only)

| certify that the person above, who signed on behalf of the principal, was an authorized representative of the corporation.

Signature of secretary of the corporation

Name (please print)

Date

Approval by IRS (See instructions.)

Bond approved
Date

Internal Revenue Service official

General Instructions

Section references are to the Internal
Revenue Code.

Paperwork Reduction Act
Notice

We ask for the information on this form to
carry out the Internal Revenue laws of the
United States. You are required to give us the
information. We need it to ensure that you are
complying with these laws and to allow us to
figure and collect the right amount of tax.

You are not required to provide the
information requested on a form that is
subject to the Paperwork Reduction Act
unless the form displays a valid OMB control

number. Books or records relating to a form
or its instructions must be retained as long as
their contents may become material in the
administration of any Internal Revenue law.
Generally, tax returns and return information
are confidential, as required by section 6103.

The time needed to complete and file this
form will vary depending on individual
circumstances. The estimated average time
is:

Recordkeeping . . 13 min.
Learning about the

law or the form . 14 min.
Preparing, copying,

assembling, and sending

the form to the IRS. . 40 min.

If you have comments concerning the
accuracy of these time estimates or
suggestions for making this form simpler, we
would be happy to hear from you. You can
write to the Tax Forms Committee, Western
Area Distribution Center, Rancho Cordova,
CA 95743-0001. DO NOT send Form 8693 to
this address. Instead, see When and Where
To File on page 2.

Purpose of Form

Use Form 8693 to post a bond under section
42(j)(6) to avoid recapture of the low-income
housing credit.

Cat. No. 10298Y

Form 8693 (Rev. 2-97)



Form 8693 (Rev. 2-97)

Page 2

The bond ensures payment of the
recapture tax imposed under section 42(j).
The conditions of the bond are that the
principal (i.e., taxpayer):
® Does not attempt to defraud the United
States of any tax under section 42(j);

® Files all returns and statements as required
by law or regulations;

® Pays all taxes including any penalties and
interest charges; and

® Complies with all other requirements of the
law and regulations under section 42.

Qualifying Sureties

The company acting as surety must hold a
Certificate of Authority from the Department
of the Treasury, Financial Management
Service. These companies are listed in
Treasury Circular 570. You may get a copy of
this circular by writing to the Department of
the Treasury, Financial Management Service,
Surety Bond Branch, 3700 East West Hwy.,
Hyattsville, MD 20782, or by calling (202)
874-6850 (not a toll-free number).

A taxpayer may not be a surety for itself,
nor may a member of a firm or a partner in a
partnership be a surety for the firm or
partnership of which he or she is a member
or a partner.

Surety Termination

If a surety’s certificate of authority is
terminated, the surety may be relieved of
liability under the bond provided it notifies the
principal and the IRS by the date the
termination announcement is published in the
Federal Register. The notice must be sent by
certified mail and must state that the principal
has 60 days from the date the termination
announcement is published in the Federal
Register to get an adequate strengthening or
superseding bond with another surety listed
in Treasury Circular 570. If notice is given, the
principal’s rights under the bond will end 60
days after the date the termination
announcement is published in the Federal
Register.

A qualified surety (or coinsuring surety)
may terminate its liability on a bond only if
the surety notifies the principal and the IRS at
least 60 days before the date the surety
wants to terminate its liability. The notice
must state that the principal has 60 days
from the termination date to obtain an
adequate superseding or strengthening bond
from another qualified surety (or coinsuring
surety).

If the surety does not provide this notice, it
remains liable for the amount posted on the
bond. If the surety gives notice but does not
meet the 60-day notification requirement or
fails to include a termination date in the
notice, the surety’s liability will terminate 60
days after the postmark date on the notice.

Send the IRS copy of the notice to the
Internal Revenue Service Center, Philadelphia,
PA 19255.

If the principal fails to post a strengthening
or superseding bond within 60 days from the
date (a) the termination announcement is
published in the Federal Register or (b) on
which a surety’s liability on a bond
terminates, recapture under section 42(j) is
required.

Period of Bond

The liability stated on the bond must be for
the period of years remaining in the 15-year
compliance period of the building plus an
additional 58 months. The compliance period
begins with the tax year the building was
placed in service or the succeeding tax year if
the election under section 42(f)(1) is made.

Recordkeeping

Keep a copy of this Form 8693 together with
all Forms 8586, 8609, Schedule(s) A (Form
8609), and 8611 for 58 months after the
15-year compliance period ends.

Who Must File

Taxpayers who claimed a low-income
housing credit on a residential rental building
and later (in a tax year during the 15-year
compliance period) disposed of the building
or an ownership interest in it must file this
form to avoid recapture of the credit claimed.
A de minimis rule may apply to certain
dispositions of interests in partnerships that
own buildings in which a credit was claimed.
See Rev. Rul. 90-60, 1990-2 C.B. 3, for
additional information.

Partnerships

Section 42(j)(5) partnerships.—Any person
holding a power of attorney in a section
42(j)(5) partnership (a partnership with 35 or
more partners that has not elected out of the
section 42(j)(5) provisions) may post bond as
principal on behalf of the partnership. A bond
posted on behalf of a partnership must be
posted in the partnership’s name, with the
name of the authorized representative of the
partnership posting the bond appearing
immediately below the partnership’s name.

Partnerships that elected out of the section
42(j)(5) provisions or have fewer than 35
partners.—If partners in partnerships to which
section 42(j)(5) does not apply want to post
bond, the partners must post bond in their
individual capacity as principals.

When and Where To File

Submit the original and one copy of Form
8693 to the Internal Revenue Service Center,
Philadelphia, PA 19255, within 60 days after
the date of disposition of the building or
interest therein. The completed form may be
submitted by either the taxpayer or the
surety.

When the IRS returns a copy of the
approved form, attach a copy of it to your
income tax return for the year in which the
disposition occurred. Write “FORM 8693
ATTACHED?” to the left of the entry space on
your income tax return for reporting the
recapture of the low-income housing credit.

Specific Instructions

Line 2. Building Identification Number
(BIN).—This is the number assigned to the
building by the housing credit agency on Part
I, item E, of Form 8609, Low-Income Housing
Credit Allocation Certification.

Line 7b. Amount of Bond.—Use the
worksheet below to calculate the bond
amount. See Rev. Rul. 90-60 for additional
information on the methodology for
determining the bond amount.

If the amount is not an even multiple of
$100, increase the bond amount to the next
higher multiple of $100.

Part Ill. Certificate of Corporate
Principal.—If the principal is a corporation,
the authority of the person posting the bond
must be certified by the secretary of the
corporation by completing Part Ill. Or the
corporation may attach copies of records that
will show the authority of the officer signing if
the copies are certified by the secretary to be
true copies.

Part IV. Approval by the IRS.—The IRS will
notify you of the approval or rejection of the
bond. If approved, the IRS will send a copy of
the approved Form 8693 to the principal
shown in Part I. If rejected, the owner must
recapture the allowed low-income housing
credit. Use Form 8611, Recapture of
Low-Income Housing Credit.

Worksheet for Computing Bond Amount

1 Total credits taken by you in previous years and any additional credits
you anticipate claiming for any year or portion thereof preceding the

date of disposition
2 Bond factor amount

3 Percentage of taxpayer’s total interest in the qualified low-income

building disposed of

4 Bond amount required to be posted (line 1 X line 2 X line 3). Enter

here and on line 7b .

%

%

$

Instructions for Worksheet

Line 1.—Enter the total amount of the credits
claimed on the building. See Part | of Forms
8586 you have filed. Include any additional
credits you anticipate claiming for any period
preceding the date of disposition. Do not
include credit amounts previously recaptured,
credit amounts for which a bond was
previously posted, or credits claimed on
additions to qualified basis as determined
under section 42(f)(3).

®

Line 2. Bond Factor Amount.—Enter the
bond factor amount corresponding to the
month in the compliance period in which the
disposition occurred and the first year of the
building’s credit period. The IRS announces
the monthly bond factor amounts quarterly in
a revenue ruling published in the Internal
Revenue Bulletin.

Line 3.—Enter the ownership interest in the
qualified low-income building that you have
disposed of. Include ownership interests held
both directly and indirectly (e.g., through a
partnership).
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(Rev. January 1999)

Department of the Treasury
Internal Revenue Service

Low-Income Housing Credit Agencies

Report of Noncompliance or Building Disposition

Note: File a separate Form 8823 for each building that is
disposed of or goes out of compliance.

OMB No. 1545-1204

1 Building name (if any). Check if item 1 differs from Form 8609 &[]

2 Owner's name. Check if item 2 differs from Form 8609 |:|

Street address

Continuation

City or town, state, and ZIP code

Street address

City or town, state, and ZIP code

3 Building identification number (BIN)

4 Owner’s taxpayer identification number

NN EN HEEEEREEN Oewn_ [JssN
5 If this building is part of a multiple building project, enter the number of buildings in the project . >
6a Total number of residential rental units in this building . . >
b Total number of low-income units in this building . . . >
¢ Total number of residential units in this building determined to have noncomplrance issues. . >
d Total number of units reviewed by agency (see instructions) . e . . >
7  Date building ceased to comply with the low-income housing credit provisions (see instructions) (MMDDYYYY). :
Date noncompliance corrected (if applicable) (see instructions) (MMDDYYYY). . . . . . . . . : : I
Check this box if you are filing only to show correction of a previously reported noncompliance problem . . . . . . » ]
Out of Noncompliance
10 Check the box(es) that apply: compliance corrected
a Household income above income limit upon initial occupancy 0J 0J
b Major violations of health, safety, and building codes (see instructions) 0J 0J
c Pattern of minor violations of health, safety, and building codes (see instructions) 0J 0J
d Owner failed to submit annual certification O O
e Changes in eligible basis (see instructions) T O O
f Project failed to meet minimum set-aside requirement (20/50 40/60 test) (see |nstruct|ons) O O
g Gross rent(s) exceed tax credit limits . .o O O
h Project not available to the general public (see |nstruct|ons) .o H H
i Household income increased above income limit and an available unit was rented to market rate tenant U
j Project is no longer in compliance and is no longer participating in the low-income housing tax credit program 0J
k Owner failed to execute and record extended-use agreement within time prescribed by section 42(h)(6)(J) O O
I Low-income units occupied by nonqualified full-time students L O O
m Owner failed to maintain or provide tenant income certification and documentation . O O
n Owner did not properly calculate utility allowance . .o [l [l
o Owner has failed to respond to agency requests for monrtorlng reviews and fees 0J 0J
p Low-income units used on a transient basis O O
q Other noncompliance issues (attach explanation) . H H
11  Additional information for any item above. Attach explanation and check here > 4

12  Building disposition
Building disposed of by: [] Sale

o))

] Foreclosure

[ Abandonment

[] Destruction [] other (attach explanation)

o}

New owner’s name and address:

Name

c Date of building disposition | T | ; | N |
(MMDDYYYY) : - —

Continuation

d New owner’s taxpayer identification number

HEEEREREN CJen_ [JssN

Street address

13 State housing agency employer identification number

City or town, state, and ZIP code

14 Name and telephone number of contact person

Under penalties of perjury, | declare that | have examined this report, including accompanying statements and schedules, and to the best of my knowledge and belief,

it is true, correct, and complete.

) )

)

Signature of authorizing official

Print name and title

Date

For Paperwork Reduction Act Notice, see back of form.

Cat. No. 12308D Form 8823 (Rev. 1-99)
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General Instructions

Section references are to the Internal
Revenue Code unless otherwise noted.

Purpose of Form

Housing credit agencies use Form 8823
to fulfill their responsibility under section
42(m)(1)(B)(iii) to notify the IRS of
noncompliance with the low-income
housing tax credit provisions or any
building disposition.

File a separate form for each
building that was disposed of or goes
out of compliance.

Who Must File

Any authorized housing credit agency
that becomes aware that a low-income
housing building was disposed of or is
not in compliance with the provisions of
section 42 must file Form 8823.

When To File

File Form 8823 no later than 45 days
after (a) the building was disposed of or
(b) the end of the time allowed the
building owner to correct the condition(s)
that caused noncompliance. For details,
see Regulations section 1.42-5(e).

Where To File

File Form 8823 with the Internal
Revenue Service Center, Philadelphia,
PA 19255.

Specific Instructions
Items 2, 4, 12b, and 12d

If there is more than one owner (other
than as a member of a flow-through
entity), attach a schedule listing the
owners, their addresses, and their
taxpayer identification numbers. Indicate
whether each owner’s taxpayer
identification number is an employer
identification number (EIN) or a social
security number (SSN).

Both the EIN and the SSN have nine
digits. An EIN has two digits, a hyphen,
and seven digits. An SSN has three
digits, a hyphen, two digits, a hyphen,
and four digits and is issued only to
individuals.

Item 3

Enter the building identification number
(BIN) assigned to the building by the
housing credit agency as shown on
Form 8609.

Item 6d

“Reviewed by agency” includes physical
inspection of the property, tenant file
inspection, or review of documentation
submitted by the owner.

Item 7

Enter the date that the building ceased
to comply with the low-income housing
credit provisions. If there are multiple
noncompliance issues, enter the earliest
date that any issue was discovered. Do
not complete item 7 for a building
disposition. Instead, skip items 8
through 11, and complete item 12.

Item 8

Enter the date that the noncompliance
issue was corrected. If there are multiple
issues, enter the date the last correction
was made.

Item 9

Do not check this box until all previously
reported noncompliance issues have
been corrected.

Item 10b

Examples of major violations of health,
safety, and building codes include:

e Structural and roof problems.
® Blockage of fire exits.
® Elevators functioning improperly.

® Smoke detectors or sprinklers not
functioning.

® Pest infestation.

® Serious electrical, heating, or
plumbing problems.

® Common area safety lighting
problems.

Item 10c

Report a pattern of minor health, safety,
and building code violations in housing
units. Minor violations are those that
require correction but do not impair
essential services and safeguards for
tenants.

Item 10e

Changes in eligible basis occur when
common areas become commercial,
fees are charged for facilities, etc.

Item 10f

Failure to satisfy the minimum set-aside
requirement in the first year of the credit
period results in the permanent loss of
the entire credit.

Failure to maintain the minimum
set-aside requirement in any year after
the first year of the credit period results
in recapture of previously claimed credit
and no future credit can be claimed.
However, an owner who can again
satisfy the minimum set-aside
requirement may resume claiming credit
after that date.

Item 10h

Low-income housing credit properties
are subject to Title VIII of the Civil Rights

®

Act of 1968, also known as the Fair
Housing Act. It prohibits discrimination
in the sale, rental, and financing of
dwellings based on race, color, religion,
sex, national origin, familial status, and
disability. See 42 U.S.C. sections 3601
through 3619.

It also mandates specific design and
construction requirements for multifamily
housing built for first occupancy after
March 13, 1991, in order to provide
accessible housing for individuals with
disabilities. The failure of low-income
housing credit properties to comply with
the requirements of the Fair Housing Act
will result in the denial of the low-income
housing tax credit on a per-unit basis.

The Department of Housing and Urban
Development (HUD) enforces the Fair
Housing Act. Individuals with questions
about the accessibility requirements can
obtain the Fair Housing Act Design
Manual from HUD by calling
1-800-343-3442.

Item 10q

Check this box for violations other than
those listed in 10a through 10p. Attach
an explanation.

Paperwork Reduction Act Notice. We
ask for the information on this form to
carry out the Internal Revenue laws of
the United States. You are required to
give us the information. We need it to
ensure that you are complying with
these laws and to allow us to figure and
collect the right amount of tax.

You are not required to provide the
information requested on a form that is
subject to the Paperwork Reduction Act
unless the form displays a valid OMB
control number. Books or records
relating to a form or its instructions must
be retained as long as their contents
may become material in the
administration of any Internal Revenue
law. Generally, tax returns and return
information are confidential, as required
by section 6103.

The time needed to complete and file
this form will vary depending on
individual circumstances. The estimated
average time is:

Recordkeeping . . 7 hr.,, 39 min.
Learning about the law
or the form . 30 min.
Preparing and sending
the form to the IRS. . 39 min.

If you have comments concerning the
accuracy of these time estimates or
suggestions for making this form
simpler, we would be happy to hear from
you. You can write to the Tax Forms
Committee, Western Area Distribution
Center, Rancho Cordova, CA 95743-
0001. DO NOT send Form 8823 to this
address. Instead, see Where To File
above.
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INDIANA HOUSING FINANCE AUTHORITY

December 17, 2001

Dear Potential Applicant:

Thank you for your interest in the Indiana Housing Finance Authority’s Rental Housing
Tax Credit (“RHTC”) program. Enclosed is the Qualified Application Plan and
Application (“QAP”) for the year 2002. The IHFA staff with the development and
investment community spent many hours refining, reconsidering, and revising this
package. We took into consideration such things as comments from past and current
applicants, observations of common mistakes made on applications received in 2001, and
feedback gathered both through the mail and at the public hearing. We appreciate the
input that our partners provided in this effort. We hope these revisions make it easier for
potential applicants to participate in the RHTC Program.

The purpose of the Rental Housing Tax Credit program is to provide funding for
affordable rental housing in the State of Indiana. Applicants are encouraged to use this
resource effectively, efficiently, expeditiously and in compliance with Section 42 of the
Internal Revenue Code as well as the QAP. In particular, our scoring criteria evaluates
applications based on:

* the constituency served by the development,

e development characteristics,

* development financing,

* development market, and

e other criteria beneficial to the development of affordable housing.

We look forward to working with you and your organization to create decent, safe and
affordable housing for the residents of Indiana.

Sincerely,

\%;@gﬁ, A. psen/

Kimberly A. Green
Executive Director

-

115 WEsST WASHINGTON STREET, SUITE 1350 SouTtH TOWER, INDIANAPOLIS, INDIANA 46204-3413

TELEPHONE: (317) 232-7777 ® ToLL-FREE WITHIN INDIANA: (800) 872-0371 e FacsiMiLE: (317) 232-7778
WORLD WIDE WEB: HTTP://WWW.ALORG/IHFA ® EQUAL OPPORTUNITY EMPLOYER AND HOUSING AGENCY

Printed on Recycled Paper

EQUAL HOUSING
OPPORTUNITY
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I 2002 Qualified Allocation Plan (“Allocation Plan”) for the State Of Indiana

This "Allocation Plan" constitutes the "qualified allocation plan” for the State of Indiana (the "State"), and is
intended to comply with, the requirements set forth in Section 42 of the Internal Revenue Code of 1986, as
amended, including all applicable rules and regulations promulgated there under (collectively, the "Code"). As
used herein, “Applicant” shall include any owner, principal and participant, including any affiliates. This
Allocation Plan applies to all allocations of rental housing tax credits (RHTCs) pursuant to Section 42 of the Code,
multifamily private activity tax-exempt bonds (“Bonds”), 501 (c¢) 3 Bonds, HOME Investment Partnership funds
(“HOME”), and the Low Income Housing Trust Fund (“LIHTF”) in conjunction with RHTC’s (collectively
“Rental Housing Financing Programs”) made in calendar year 2002 and sets forth: (1) the role of the Indiana
Housing Finance Authority (“Authority”) in administering the Rental Housing Financing Programs; (2) a
description of how the Authority has assessed the housing needs in the State and how such needs should be
adequately addressed; (3) housing goals of the Authority based on the perceived needs throughout the State; (4) "set
aside" categories established by the Authority pursuant to the Code and Indiana law to further the accomplishment
of the State’s housing goals; (5) minimum requirements which all Applicants and housing Developments must
satisfy in order to be considered by the Authority for Rental Housing Financing; and (6) evaluation factors which
the Authority will consider in analyzing each application that satisfies all applicable minimum requirements.

A. Role of Authority

The Authority is empowered to act as the housing credit agency for the State to administer, operate and manage the
allocation of RHTCs also known as the Low-Income Housing Tax Credit program pursuant to Section 42 of the
Code and this Allocation Plan.

The actions, determinations, decisions or other rulings made by the Authority pursuant to this Allocation Plan
shall not be construed to be a representation or warranty by the Authority as to a Development’s compliance
with applicable legal requirements, the feasibility or viability of any Development or of any other matter
whatsoever, and no action of the Authority shall be relied upon by any person as a representation or warranty
by the Authority in connection therewith.

The Authority reserves the right to resolve all conflicts, inconsistencies or ambiguities, if any, in this Allocation
Plan or which may arise in administering, operating or managing the allocation of Rental Housing Financing
Programs. The Authority in its sole discretion reserves the right to, and may from time to time, amend this
Allocation Plan, pursuant to the Code, for any reason including to assure compliance with applicable federal, State
or local law and regulations there under which may be amended and/or enacted and promulgated, from time to time
and/or to terminate the Program.

The selection criteria set forth in this Allocation Plan includes, in part, consideration of: (1) Development location;
(2) housing needs characteristics; (3) Development characteristics; including whether the Development includes the
use of existing housing as part of a community revitalization plan, (4) sponsor characteristics; (5) tenant population
with special housing needs, (6) the existence of a public housing waiting list, (7) tenant populations of individuals
with children, and (8) Developments intended for eventual tenant ownership.
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This Allocation Plan:

1. Has been established by the Authority utilizing the selection criteria required by the Code in determining
housing priorities of the Authority, which are appropriate to local conditions;

2. Gives preference in allocating Rental Housing Financing among selected Developments which:

a. Serve the lowest income tenants and will set-aside units for tenants at or below 30% of area
median income gnd area median rent levels, and provide documentation that it has the financial
and supportive capacity, in the opinion of the Authority, to make the Development financially
viable for the compliance period;

b. Are obligated to serve qualified tenants for the longest period;
c. Minimize displacement of existing tenants;
d. Are located in qualified census tracts (“QCTs”) and/or difficult development areas (“DDAs”) (as

designated by the Secretary of the Department of Housing and Urban Development (“HUD™)) and
the development of which contributes to a concerted community revitalization plan;

e. Substantially upgrades and preserves existing low income housing and is a part of a published
community revitalization plan;

f. Are obligated to serve tenant populations with special housing needs.

3. Provides procedures that the Authority (or an agent or other private contractor of the Authority) will follow
in monitoring for noncompliance with the provisions of the Code and in notifying the Internal Revenue
Service of such noncompliance when the Authority becomes aware of and in monitoring for
noncompliance with habitability standards through regular site visits.

B. Housing Needs Assessment

The Authority has utilized various sources of information available to it in assessing the State's low-income rental
housing needs. The Authority has identified three principal demographic areas in the State: (1) "Large City
Areas"-consisting of cities which are the State's largest populated cities; (2) "Small City Areas"-consisting of cities
with a population of 10,000 or more, but not one of the largest populated cities in the State; and (3) "Rural Areas"-
consisting of all other areas. The Authority has determined that the following housing needs and conditions should
be addressed in this Allocation Plan:

1. Rental housing conditions related to lack of essential facilities, overcrowding and disproportionate costs
exist across the State, although needs in Large City Areas may exceed those in Small City and Rural Areas.

2. There is an inadequate supply of affordable housing units for single-parent families, low-income persons
generally and for low-income elderly, and persons with disabilities and families needing three or more
bedroom units.
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3. A need exists to provide transitional housing for homeless families with children, the homeless mentally ill
and other homeless groups while they receive training and support services necessary to make the transition
to independent living.

C. Housing Goals

After considering the housing needs identified, the Authority has established certain housing priorities for the
allocation of RHTCs to better enable the Authority to achieve its housing goals. In connection therewith, the
Authority seeks to encourage and promote:

1. Developments which will require an allocation of Rental Housing Financing for the acquisition (if
applicable), development and/or rehabilitation of such Development to become a reality.

2. Developments which will be of quality design, feasible financially and otherwise, and viable as a qualified
low-income housing Development throughout the compliance period.

3. Distribution of Rental Housing Financing among Large Cities, Small Cities and Rural Areas, while
emphasizing those areas identified as having greater housing needs.

4. Rehabilitation which substantially upgrades and preserves existing low-income housing and is part of a
published community revitalization plan.

5. Developments, which meet special needs in a community or area such as transitional housing for the
homeless, larger families, or specially equipped Developments for the elderly and disabled including
mixed income.

6. Developments, which provide housing for the lowest income households for the longest period of time
possible and provide optional supportive services.

D.  Set-Aside Categories

The Authority believes it can best achieve its housing goals by establishing set-aside categories based on: (i)
development by qualified not-for-profit organizations; (ii) special housing needs, (iii) Development location, (iv)
Preservation and (v) Developments which serve the lowest income. More than one (1) set-aside category may be
addressed by a Development, depending upon the location, characteristics and whether the owner is a qualified not-
for-profit organization. (Note: There are no set-aside categories for Bond financed Developments.)

The set-aside categories, their respective requirements and amount of the annual RHTCs allocated to each are as
follows:

L. Qualified Not-for-profit

a. 15% of available annual RHTCs will be set aside for Developments in which the "qualified not-
for-profit organization owns 100%" of the general partner interest and materially participates in its
operations, as such terms are defined in and pursuant to Section 42 of the Code and this Allocation
Plan. Refer to Section E (1) ¢ Not-for-profit Organization Requirements. [Note: 100% general
partner ownership interest is only required for consideration in this set-aside and does not preclude
joint ventures in any other set-aside].
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2. Special Housing Needs

a. 10% of available annual RHTCs will be set aside for units that provide residential housing for
persons with a disability, pursuant to /ndiana Code ("IC") 5-20-1-4.5, which defines disabled as a
“person with a disability who, by reason of physical, mental, or emotional defect or infirmity,
whether congenital or acquired by accident, injury, or disease, is totally or partially prevented from
achieving the fullest attainable physical, social, economic, mental, and vocational participation in
the normal process of living.” The Authority shall allocate RHTCs under this section based on the
proportionate number of set aside units of a qualified building that is used to provide residential
housing for persons with disabilities.

b. 10% of available annual RHTCs will be set aside for Developments specifically designed for use
by elderly tenants. Elderly is defined, for the purpose of this Allocation Plan, as those persons 55
years of age or older on or before the date of initial occupancy. No less than eighty (80%) of the
housing units shall be restricted for and solely occupied by at least one resident in each unit who is
55 years of age or older (Owners considering and/or receiving an allocation under this set aside
should be familiar with the Housing For Older Persons Act (an amendment to the Fair Housing
Act) and the Implementation of the Housing For Older Persons Act Final Rule.)

3. Development Location

a. 20% of available annual RHTCs will be set aside for Developments located within a Large City.
For purposes of this set aside Large City is defined as a city with a population of 25,000 or more
(See Schedule A). The Development must be located within one mile of the zoning jurisdiction
and/or use city utility services (water and sewer).

b. 10% of available annual RHTCs will be set aside for Developments located within a Small City.
For purposes of this set aside Small City is defined as a city with a population of 10,000 — 24,999
(See Schedule B). The Development must be located within one mile of the zoning jurisdiction
and/or use city utility services (water and sewer).

c. 10% of available annual RHTCs will be set aside for Developments located in areas designated as
"rural”, with a population of 9,999 or less.

4. Preservation

a. 10% of available annual RHTCs will be set aside for Developments which involve the substantial
rehabilitation of a currently occupied low income housing Development with a minimum 25%
occupancy rate and/or a Development otherwise in danger of being lost as affordable housing.
This includes Developments being removed by a federal agency (i.e. HUD, Rural Development
(RD)), and the conversion of existing market rate housing to affordable housing. Rehabilitation
cost must be in excess of $7,000 per unit to be considered in this category.
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5. Lowest Income

a. 5% of available annual RHTCs will be set aside for Developments, which restrict all of its units at
or below 30% of the area median income.

The Authority intends to make every effort to satisfy the requirements of such set-aside categories in one (1)
application and reservation cycle each calendar year. If such set-aside categories are not completed through one (1)
application and reservation cycle for the applicable year, the Authority may allocate any RHTCs remaining
available for allocation without regard to these set aside categories, so long as such allocation is made in accordance
with the Code and the applicable requirements of the law of the State and the goals of this Allocation Plan;
notwithstanding the foregoing to the contrary, upon completion of the scheduled reservation cycle (i.e., at such time
as all or substantially all RHTCs available for allocation in a calendar year have been allocated, other than de
minimus amounts of RHTCs not reasonably susceptible to allocation to a Development) the Authority, in its
discretion, may either hold another application and reservation cycle or, alternatively, prepare a "waiting list" of
Developments which have applied for, but which have not been awarded, RHTCs during the last scheduled cycle.
If another application and reservation cycle will be held, the Authority will provide an announcement thereof. If a
waiting list is prepared, the Authority shall notify each Applicant on the waiting list and, at the Authority's request,
permit the Applicants to submit additional information to support the readiness of the applicable Applicant to
proceed with development of the Development and to receive an award of next available RHTCs without undue
risk of such RHTCs subsequently being returned to or rescinded by the Authority. Thereafter, if reasonably
practicable, the Authority intends to make a final allocation of RHTCs for the applicable calendar year to
Developments on the waiting list ranked according to its score and the amount of RHTC’s then available.
Provided, however, that: (i) the Authority shall hold if available the allocation to the set aside category for persons
with a disability through October 31 of each calendar year and beginning November 1 of each such calendar year,
any part of such allocation that remains unassigned shall be available for any other appropriate allocation; and (ii)
the Authority may, in its sole discretion, elect in any reservation cycle not to allocate RHTCs to a Development that
might otherwise qualify for an allocation of RHTCs set aside under paragraph D.1-5.above, if such Development
scores ten (10) or more points less than any other Development which has received an allocation of RHTCs in such
cycle without regard to such set aside categories.

E. Requirements

Each Development applying for an allocation of Rental Housing Financing shall satisfy the requirements of the
Code, such additional requirements established by the Authority, the Program and those set forth in this Allocation
Plan, and any additional requirements relating to the continued compliance of the Development after an allocation
of Rental Housing Financing by the Authority. All material used in the Development must be new and of high
quality, and all work must be performed in a good and workmanlike manner.

1. Federal Requirements

Each Development shall satisfy all requirements of Section 42 of the Code and such additional provisions
of the Code and other federal laws applicable to each Development throughout the required compliance
period and/or other applicable period. These requirements include, without limitation:

a. Development Feasibility

Amounts allocated pursuant to this Allocation Plan may not exceed an amount, which the
Authority, in its sole discretion, determines is necessary for the financial feasibility of a
Development and its viability as a qualified low-income housing Development throughout the
compliance period. In making this determination, the Authority shall consider: (i) the sources and
uses of funds and the total financing planned for the Development; (ii) any proceeds or receipts
expected to be generated by reason of tax benefits; (iii) the percentage of the RHTCs used or to be
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used for Development costs other than the cost of intermediaries, unless such consideration would
impede the process of developing in hard-to-develop areas; (iv) the reasonableness of the
Developmental and operational costs of the Development; and (v) the Developmental and/or
operational costs of the Development as compared to similar costs of other Applicants; (vi) such
other factors it may consider applicable.

The Authority may establish such criteria and assumptions it deems reasonable for the purposes of
its determination, including, without limitation, criteria as to the reasonableness of fees and profits
and assumptions as to projected occupancy, the amount of net syndication proceeds to be received,
and increases in operating expenses and rental income. Any determination and/or allocation of
Rental Housing Financing by the Authority shall not be construed to be a representation or
warranty by the Authority as to the feasibility or viability of any Development.

Pursuant to the Code, the foregoing determination shall be made at: (a) the time of application for
the Rental Housing Financing; (b) the time of allocation of the RHTC equity amount; (c) anytime
there is a material change to the application and/or Development; and (d) the date the building is
placed in service or at time of final application (but prior to the issuance of IRS Form 8609).

Local Jurisdiction Notification

No Development shall be entitled to apply for any Rental Housing Financing reservation or
allocation until the highest elected official (or the equivalent) of the local jurisdiction is notified
and provided with a reasonable opportunity to comment on the Development. The Authority will
consider the response of such official in determining any RHTC allocation for the Development.

Qualified Not-for-profit Organization Requirements

A not-for-profit organization shall not constitute a "qualified not-for-profit organization" if the
not-for-profit organization is affiliated with or is controlled by a for profit

organization. To constitute a qualified not-for-profit organization, throughout the compliance
period: (i) one of the not-for-profit organization's exempt purposes must include the fostering
of low-income housing, (ii) the not-for-profit organization must own an interest in the
Development, (iii) the not-for-profit organization must materially participate (as defined in
Section 469(h) of the Code) in the development and operation of the Development, (iv) the
not-for-profit organization must comply with all other Sections of the Code applicable to not-
for-profit organizations and (v) has no part of its net earnings inuring to the benefit of any
member, founder, contributor, or individual. Notwithstanding anything contained herein or
elsewhere to the contrary, if a not-for-profit organization joint ventures or participates in a
Development with a for profit organization, the not-for-profit organization shall not constitute
a “qualified not-for-profit organization: within the meaning of this Allocation Plan unless the
not-for-profit organization at all relevant times, (vi) owns at least fifty-one percent (51%) of
the profits, losses, capital and other economic benefits to be derived from the joint venture
(including developer fee), and (vii) maintains at least fifty-one percent (51%) of the voting and
management control of the joint venture. The term ‘“joint venture” includes, without
limitation, the general partnership interests of a partnership and the manager interests of a
limited liability company and the like. The not-for-profit must have been in existence at least
one year, with affordable housing as one of its primary goals. It must submit at the time of
application, Articles of Incorporation, Partnership Agreement or Operating Agreement, IRS
documentation of Not-for-profit status (e.g. §501(c)(3)) and a complete signed original Not-
for-Profit Questionnaire. [Note: 100% general partner ownership interest is only required for
participation in the qualified not for profit set-aside and does not preclude joint ventures in any
other set-aside].
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d. Private Activity Tax-Exempt Bond Financing

Pursuant to the Code, Developments that do not receive a direct allocation from the Authority
because such Developments qualify for the four (4%) percent RHTCs pursuant to the Code
(by virtue of being 50% or more financed with tax-exempt obligations issued after December
31, 1989), must satisfy and comply with all requirements for an allocation under this
Allocation Plan and Code. See Schedule H - Private Activity Tax-Exempt Bond
Requirements.

[Note: A Development that has applied for and/or received an allocation of tax-exempt bond
authority will not be eligible for an allocation of nine (9%) percent RHTCs for said
Development. Further, a private activity tax-exempt bond-financed Development will not be
eligible for IHFA HOME or LIHTF funding. |

e. Market Study

All Developments must submit a comprehensive market study of the housing needs of low-
income individuals in the area to be served by the Development; satisfactory to the Authority
at the time the initial Application is submitted. See Schedule F - Market Study Requirements.
The market study must be prepared at the developer’s expense by a disinterested third party.
Sufficient demand in the market area of the Development must exist and, based on reasonable
predictions, will continue to exist during the term of the compliance period or other applicable
period, for the number of units to be developed.

f. Public Disclosure

The Authority will provide a written explanation to the general public for any allocation of
RHTCs, which is not made in accordance with the established goals, priorities and selection
criteria in this Allocation Plan.

2. Additional Threshold Requirements of the Authority

For a Development to be evaluated for an allocation of RHTCs, each of the following requirements must
also be satisfied:

a. The Development applicant/owner, developer, management agent and other members of the
Development team as provided in the Rental Housing Finance Application must demonstrate
sufficient financial, development and managerial capabilities to complete the Development and
maintain them for the compliance period and other applicable period.

b. Within one year prior to a request for and issuance of IRS Form 8609 the property management
staff assigned to the Development and the owner of the Development must receive an IHFA
Rental Housing Tax Credit Compliance Seminar completion certificate. The Management
Agreement between the owner and the management company must be for a minimum of two (2)
years effective at the “placed in service date”, as evidenced in the management agreement. Upon
notification to the Authority, a substitution of management agent prior to the two (2) year period
may be permitted in the sole discretion of the Authority if the management agent is guilty of
material nonperformance of duties.

c. Prior to application submittal, the Developer must submit documentation, of its intent to develop
affordable housing to the highest local elected official in the community where the proposed
Development will be located. Copies of such information and any written response(s) from the
local officials are a required part of the Rental Housing Finance Application.
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d. The Development team must show their readiness to proceed as demonstrated by:

1) The Authority's receipt of a completed "Application" in the form required by the
Authority and within the time period established and set forth in this Allocation Plan.
Each Application must be type written and accompanied by the appropriate application
fee and all exhibits. Any application fee returned for insufficient funds will disqualify
the Application from competing for funding. Also each member of the development
team must submit a written affidavit accurately disclosing his/her complete interest in and
affiliation with the proposed Development and all other RHTC funded Developments
located in Indiana where they are/were a member of the development team.

2) Submitting satisfactory evidence of site control. When an applicant intends to acquire a
site and/or building through a government body, in the Authority's sole discretion
exercised on a case-by-case basis, the Authority may accept the following documentation
as sufficient evidence of site control: (i) duly adopted resolutions of the applicable
commission designating the subject area; (ii) duly adopted resolutions of the applicable
commission authorizing the acquisition of the land to comprise the Development; and (iii)
a letter from the applicable governmental agency or development commission setting
forth the acquisition schedule for such land on a time table consistent with the Applicant's
readiness to proceed without undue risk of Rental Housing Financing being returned to or
rescinded by the Authority.

3) Submitting satisfactory schematics, survey, site plan, and floor plans for units of the
Development which, to the sole satisfaction of the Authority, show the Development is of
quality design providing decent, safe and sanitary housing. The Authority reserves the
right to perform (through its own representatives or its agents) site visits and evaluations
of the Development to determine the satisfaction of these requirements.

4) Submitting information indicating ability to obtain financing or other forms of additional
funding (i.e. syndication proceeds, grants, other funds available for the Development) as
may be evidenced by a loan commitment letter and/or other information satisfactory to the
Authority indicating the likelihood of being able to obtain such financing on a timetable
consistent with the contemplated allocation of Rental Housing Financing.

e. The Development team must provide documentation to the sole satisfaction of the Authority that
shows:

1) The location of the Development is in an area suitable for the proposed Development and
is not now, nor is it likely in the future to become, subject to uses or determinations,
which could adversely affect its operation, marketability or economic feasibility. (Provide
letters from developers, engineer(s), architect(s), market analyst, lender and/or equity
provider detailing the above information.)

2) There are or will be accessible on or before the estimated completion date of the
Development, such public and private facilities (i.e. schools, churches, transportation,
retail and service establishments, parks, recreational facilities and major public and private
employers) which will adequately serve the proposed Development and which are
necessary or desirable for use and enjoyment by the contemplated residents.

3) Photographs of the site and existing structures shall be provided from all significant
perspectives and show all significant nearby land uses.
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4) The real estate upon which the Development will be located is currently properly zoned to
allow for its use as a multi-family housing Development. Applicant must provide a letter
from the appropriate authorized official that describes the Development location and
certifies that the current zoning allows for construction and operation of the proposed
Development without variance.

5) At the time of application, there will be access to water, sewer, gas and/or electric to
the site with sufficient capacity to satisfy the requirements of the Development. The
Development shall have received a certification (acceptable to the Authority) from the
appropriate entity that facilities and capacities will be timely available to satisfy the needs
of the Development.

6) Lender letter of interest submitted by an Applicant in support of the Applicant's
application must contain a representation and acknowledgment from the lender that: (i)
such lender has reviewed the same application submitted or to be submitted by the
Applicant to the Authority in support of the Rental Housing Financing for the
Development to which such letter of interest relates; (ii) lender expressly acknowledges
that the Development will be subject specifically to the “40-60” or “20-50” set-aside, and
extended use restriction elections made by the Applicant (iii) such lender has reviewed the
Minimum Underwriting Criteria set forth in this Allocation Plan; and (iv) any other
special use restriction elections made by the Applicant, which give rise to additional
points in this Allocation Plan.

7) Equity letter of interest submitted by an Applicant in support of the Applicant's
application must contain a representation and acknowledgment from the equity investor
that: (i) such investor has reviewed the same application submitted or to be submitted by
the Applicant to the Authority in support of the Rental Housing Financing for the
Development to which such letter of interest relates; (ii) such investor expressly
acknowledges that the Development will be subject specifically to the “40-60” or “20-50”
set-aside, and extended use restriction elections made by the Applicant (iii) such investor
has reviewed the Minimum Underwriting Criteria set forth in this Allocation Plan; and
(iv) any other special use restriction elections made by the Applicant, which give rise to
additional points in this Allocation Plan.

f. The characteristics of the site (e.g. size, topography, terrain, soil and sub-soil conditions,
environmental, vegetation and drainage conditions) must be suitable for the construction,
rehabilitation and operation of the proposed Development. No Development will be considered if
any of the buildings are or will be located in a 100-year flood plain or on a site which has
unresolved wetlands problems, or contains hazardous substances, or the like.

g. At the time an Applicant files an Application with the Authority, eligible development costs
expended or incurred towards the Development and/or acquisition shall not exceed fifty percent
(50%) of the total estimated eligible development costs, unless the Authority determines that:

1) Rental Housing Financing is necessary for the Development to be completed; and

2) The Development is located in either (a) a "qualified census tract" or (b) "difficult
Development area", as designated by the U.S. Secretary of Housing and Urban
Development (“HUD”). You may also view the information on HUD’s website at:
www.hud.gov; and

3) Less than sixty-five percent (65%) of the estimated qualified eligible costs have been
expended or incurred; and

a
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4) The Development will contribute to the accomplishment of the Authority's housing goals
and priorities.

h. Applicant(s) proposing Developments consisting of five (5) or more units must complete and
submit HUD Form 935.2 Affirmative Fair Housing Marketing Plan (“Plan”) (See Schedule G) at
the time of initial application. Applicant must obtain approval from HUD and/or Rural
Development (RD) within one (1) year after the Placed in Service date. A copy of the approved
Plan must be submitted to the Authority within thirty (30) days of receipt.

1. All applicable conditions and requirements of State and local laws, statutes, regulations,
ordinances and other proper authorities in the State, including, without limitation, the
requirements specified in the Application, the Indiana Handicapped Accessibility Code as
amended, and such additional items which may be required by the Authority (collectively,
"State Laws"), shall be satisfied.

J- The Development has been designed to comply with the requirements of all applicable local, state
and federal fair housing and disability-related laws. The Development design should consider at a
minimum, the applicability of the local building codes, Federal Fair Housing Act, as amended the
Americans with Disabilities Act, and the Rehabilitation Act of 1973, as amended. The Applicant
and architect who has designed the Development will be required to submit an affidavit that
certifies the Development complies with all applicable requirements.

k. Applicants who perform rehabilitation work on pre-1978 Developments (i.e. buildings) are
required to comply with the Lead Based Paint Pre-Renovation Rule (Lead PRE). (For more
information visit www.epa.gov/lead or contact your local Environmental Protection Agency (EPA)
Regional Office.)

L. Developments proposing commercial areas within the building or on the property utilizing
Rental Housing Financing will be given consideration. The Application must include the
following additional information and documentation: (i) a detailed, square footage layout of
the building and/or property identifying all residential and commercial areas; and (ii) a time-
line for complete construction showing that all commercial areas will be complete prior to the
residential areas being occupied. Further, construction must be in strict compliance with plans
and specifications that have been previously approved by the Authority and which strictly
follow the initial layout. Finally, all commercial uses must be included in the Declaration of
Extended Rental Housing Commitment (“DERHC”).

m. The Development team must satisfactorily demonstrate that all prior findings and assessments
against all Applicants and its principals, participants and affiliates have been satisfied.

n. The Authority will not consider or review more than one Application for the same
Development or for substantially the same or similar costs submitted by a related Applicant
with respect to a particular reservation and application cycle. Submission of more than one
Application shall cause the cancellation of any pending Application earlier awarded. Request
for supplemental RHTCs will only be permitted after all available Developments have been
funded. The Authority will notify the public if RHTCs are available for supplemental credits.
However, supplemental credits will only be considered for allocations made in the same year.

0. If any portion of the RHTCs are being used to acquire the development, the Applicant at the
time of initial application must submit a copy of the Development’s fair market appraisal.
RHTCs and/or acquisition eligible basis will be calculated based on the lesser of the actual
amount paid for the building or the appraised value. (See Appendix F — Market Study and
Fair Market Appraisal Requirements).
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p. All rehabilitation Developments requesting Rental Housing Financing must submit with their
Rental Housing Finance Application a capital needs assessment in the format required by the
Authority. (See Appendix J - Capital Needs Assessment).

q. Applicants applying for Rental Housing Financing are required to notify the Authority in writing
at least 10 business days prior to the application deadline date. (Notification may be provided via
facsimile — Attention: Tax Credit Allocation Department.) Notification must include Applicant
name, contact person and telephone number, the site location including city and county (include
detailed map and narrative with directions from Indianapolis, IN to site), estimated amount of all
funding and type (i.e. HOME, AHP, LIHTF, etc.) to be requested, and set-aside(s) Development
will compete in, construction type (new construction, rehabilitation and/or acquisition
rehabilitation).

Applicants who do not submit a letter of intent by the appropriate due date will not be eligible
to apply for funding in that round. Applicants may change the information provided in the
notification of intent after it is submitted, but the letter should be a good faith estimate of the
anticipated request.

r. Upon request the Applicant shall provide a completed IRS Form 8821, Tax Information
Authorization for each owner/general partner and if applicable, the controlling entity of the
general partner at least 10 business days prior to the application deadline date along with the
Notification of Intent to Apply for Financing. The form must be signed by an authorized
individual on behalf of the owner.

S. Minimum Underwriting Requirements

1) Operating Expenses - $2,700-3,000/unit or 35% of Gross Income whichever is greater
2) Management Fee (including tax credit compliance fee) — 5-7% of “effective gross income”
(gross income for all units less Vacancy Rate).
1-50 units 7%,
51-100 units 6%, and
100+ units 5%
3) Vacancy Rate—5 - 7%
4) Rental Income Growth — 1-2%/year
5) Operating Reserves - four (4) months of operating expenses plus debt service
6) Replacement Reserves - $250-300 per unit
7) Operating Expense Growth -2 - 3%/year
8) Stabilized debt coverage ratio minimum of 1.15, maximum of 1.35

Development Type Operating Reserves Operating Expense Replacement Reserves
New Construction 4 months of debt + operating $2700/unit $250/unit
expenses
Rehab 4 months of debt + operating $3000/unit $300/unit
expenses
Adaptive Reuse 4 months of debt + operating $3000/unit $300/unit
expenses
Bonds w/Tax Credits | 4 months of debt + operating $2700/unit-New $250/unit New
expenses $3000/unit-Rehab $300/unit-Rehab
$3000/unit-Adaptive Reuse| $300/unit Adaptive Reuse

Scattered site Developments and/or Developments with larger units (3+ bedrooms)
should consider adding an additional amount per unit for replacement and operating
reserves.
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NOTE: Amount to be set aside for operating reserves should be included in both the lender and
equity provider letter(s) of interest or commitment. Applicants proposing operating reserves less
than four (4) months must justify this proposal. Any deviation of the underwriting requirements of
the Authority must be justified in writing.

All Applicants must submit at least two forms of data supporting the operating expenses stated in
the proforma (for example, database information, comparable Development information, IREM
statistics) and two forms of data supporting the replacement reserves.

All information submitted to the Authority pursuant to this Allocation Plan must be satisfactory to the
Authority in its sole and absolute discretion. If the Authority requests additional information from an
Applicant, such information must promptly be submitted within timeline(s) determined by the Authority.

3. User Eligibility and Limitations
a. Applicant and Development Limitations

During any calendar year, the amount of RHTCs, which may be reserved for allocation (including
any transfers of RHTCs during the applicable calendar year) to any person, entity, or Applicant,
may not exceed $1,500,000. Provided, however no Development shall receive more than
$750,000 of RHTCs in any calendar year. Such limitation shall be subject to review and
modification by the Authority. [Excluding Developments financed with Bonds and 4% RHTCs.]

If the Authority determines that it is in the interest of the State to allocate additional RHTCs to
such person, entity or Development, then the Authority may waive such limitation.

b. Developer Fee Limitations

The amount of developer fees ("Developer Fees") allowable, for purposes of determining the
amount of RHTCs to be allocated with respect to each Development, shall be limited to 15% of
the total development costs, excluding the Developer Fee and the cost of land. Developments with
25 or fewer units, the maximum Developer Fee will be restricted to 20% of the total development
costs excluding the Developer Fee and the cost of land. The Authority will monitor both hard and
soft costs of the Development compared to Developments of similar size and location and in its
sole discretion reduce the total Developer Fee, which will reduce the amount of any RHTC
allocation.

NOTE: Consultant Fees will be considered part of the Developer Fee.

When determining the amount of Credit necessary to make a Development financially feasible, the
Authority will include the deferred Developer Fee as a source of funding.

To be included in RHTC basis, deferred developer fee must be due and payable at a date certain.
Fees may be paid as a cash flow loan if it can be demonstrated that the fee can and will be paid in a
reasonable amount of time (generally considered to be ten (10) to fifteen (15) years). If fees are
permanently contributed to the Development, they must be paid to the developer and then
contributed to the Development if the fees are to be included in RHTC basis.

Applicant must include a statement describing the terms of the deferred repayment obligation to
the Development including any interest rate charged and the source of repayment with the
application. Nonprofit organizations shall include a resolution from the Board of Directors
allowing such a deferred payment and interest obligation to the Development. The Authority will
require a note evidencing the principal amount and terms of interest and repayment of any deferred
repayment obligation be submitted at the time of final cost certification.
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c. Contractor Fee Limitations

Contractor fees ("Contractor Fees") shall also be limited, for purposes of determining the RHTC
amount to be allocated, based on the amount of total costs incurred toward the construction or
rehabilitation of the Development, excluding Developer and Contractor Fees. The Contractor Fee
limitations are as follows:

Contractor Fees Contractor Fee % Limitation
General Requirements 6% of total costs

General Overhead 2% of total costs

Builder’s Profit 6% of total costs

Total 14 % of total costs

The Authority will permit savings in a particular Contractor Fee line item to offset overruns in
other Contractor Fee line items; provided, however, that in any event the total Contractor Fees
shall not exceed 14%.

NOTE: Any increase in Developer and/or Contractor fees after the conditional allocation of
RHTCs must be approved by the Authority prior to Final Application and a request for IRS
Form 8609. However, no increase will be permitted higher than the above stated limitations.

4. Compliance Monitoring and Evidence of Compliance with Other Program Requirements

Every Applicant, Principal, affiliates and/or Development Team member (collectively, “Development
Team”) with any ownership interest in a low-income housing Development which has received an
allocation of RHTCs by the Authority since the inception of the RHTC program (January 1, 1987), must
cooperate and comply with the Authority's compliance monitoring procedures. The Authority's monitoring
procedures and requirements are set forth in the RHTC Compliance Manual, a copy of which is attached as
Schedule D to this Allocation Plan and made a part hereof. If, in the sole discretion of the Authority, any
Development Team member has materially failed to comply with the procedures and requirements of the
Authority, or any of its programs, the Code or any other governmental program, including, but not limited
to, HUD and/or HUD funded programs: (i) the Authority may withhold or reduce, in whole or in part,
Rental Housing Financing for which application is made, irrespective of whether the withheld or reduced
funding relate to the Development to which the noncompliance relates; and (ii) in addition, if the
Applicant's noncompliance is chronic and/or egregious in nature, the Authority may refuse to accept for
filing and/or otherwise refuse to consider all or any part of the Applicant's pending or future applications
for funding until such time as the Authority decides otherwise. All of the Development Team members
with an ownership interest must disclose any non-compliance issue(s) and/or loan defaults with all
Authority programs (including private activity tax-exempt bonds) in which it has participated in or
received funds for including those issues that have been corrected since RHTC program inception. Failure
to disclose could result in the loss of RHF funding.

5. Rental Housing Financing Returned by Applicant

If Authority funding previously reserved and/or allocated to a Development is returned to or rescinded by
the Authority, then up to ten (10) points may be deducted by the Authority from the total points otherwise
scored on the next application submitted by the Applicant (or its principals). The Authority, in its sole and
absolute discretion, shall have the right to grant a waiver from the foregoing points deduction for good
cause shown by the Applicant. No such waiver will be granted unless on or before October 1 the
Applicant furnishes the Authority with a written request for such waiver at the time the Credits are returned
and/or rescinded specifying therein with specificity satisfactory to the Authority the reasons thereof. All
requests for return of fees paid to the Authority for said Development will be denied.
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6. Receipt of Rental Housing Financing

Applicant(s) receiving Rental Housing Financing must satisfy at time of final application all scoring
criteria they received points for unless otherwise approved by the Authority in writing.

F. Evaluation Factors

The Authority has developed five (5) categories of criteria, based on the needs assessment conducted and the
housing goals established by the Authority. If an Application satisfies all applicable requirements, then it will be
evaluated and scored based on: (1) the constituency served by the Development (i.e. mixed income tenants, special
needs population) being 35 possible points; (2) Development characteristics being 36 possible points; (3) financing
being 5 possible points; (4) market being 15 possible points; and (5) other being 9 possible points. Consequently,
there are 100 possible points. No RHTC allocation shall be awarded to any Development, which scores below a
total of forty (40) points under this Allocation Plan. (This includes Developments utilizing Private Activity Tax-
Exempt Bonds.) The Authority reserves the right not to allocate funding to a Development that scores ten (10) or
more points less than the nearest Development receiving Rental Housing Financing. A written explanation will be
made available to the general public for any funding of a housing credit dollar amount, which is not made in
accordance with established priorities and selection criteria in this Allocation Plan.

1. Constituency Served

All Developments must meet the minimum set-aside requirement for Section 42 with election of the “40-
60” or the “20-50” set-aside.

a. Serves Mixed Income Tenants
If the Development intends to serve tenants with maximum household incomes lower than the area median

income (“AMI”) required by Section 42 of the Code and maintain rents for units at a level not to exceed
the maximums as published in Appendix G and H, points will be awarded as follows: '

Percent of total units set-aside at or below 30% AMI Points
5-10% 2
11%-+ 5
Maximum Number of Points 5
Percent of total units set-aside at or below 40% AMI Points
15-20% 2
21%+ 5
Maximum Number of Points 5

" The term “set-aside” shall mean and require that units designated as “set-aside” for a specific population may be
used only for the identified population and for no other. If qualified tenants in the designation population are not
available, the unit(s) must remain vacant. The Authority will not consider waiving or modifying any set-aside

reﬂuest until units have been Elaced in service for a minimum of ei%hteen months.
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Percent of total units set-aside at or below 50% AMI Points

20-30% 2

31%-50% 5

51% or more 10
Maximum Number of Points 10

You will not be permitted to utilize the unit’s set-aside at one AMI to also be awarded points for another
AMI category unless all units are designated at one set-aside (i.e., If all units are designated at 30% AMI,
maximum points in the 30%, 40%, and 50% AMI categories will be awarded. If all units are designated at
40% AMI, maximum points in the 40% and 50% AMI categories will be awarded).

b. Market Rate Units

If the Development provides for a mixture of market-rate units (market rate units are those units that
will not be reserved for Qualified Low Income Tenants) then points will be awarded in accordance as

follows:
Percent of Market-Rate Units Points
5-10% 2
11%+ 5
Maximum Number of Points 5
c. Homeless Population

Applicant has committed in writing to “set-aside” a percentage of the total units in the Development as
housing for the homeless while they receive training and supportive services necessary to make the
transition to independent living. Homeless is defined as a individual or family that lacks a fixed, regular,
and adequate nighttime residence; or an individual or family that has a primary nighttime residence that is:
(1) a supervised publicly or privately operated shelter designed to provide temporary living
accommodations (including welfare hotels, congregate shelters, and transitional housing for the mentally
ill; (2) an institution that provides a temporary residence for individuals intended to be institutionalized; or
(3) a public or private place not designed for, or ordinarily used as, a regular sleeping accommodation for
human beings. This term does not include any individual imprisoned or otherwise detained under an Act
of the Congress or a State law. A written referral agreement must be in place with a qualified organization
that provides and has the capacity to carry out services to the homeless and a certification of commitment.
Points will be awarded based on 1 point for each percentage set-aside up to a maximum of 5 points.”
NOTE: A building not used primarily for the homeless must have a minimum 6-month lease.

Maximum Number of Points 5

* The term “set-aside” shall mean and require that units designated as “set-aside” for a specific population may be
used only for the identified population and for no other. If qualified tenants in the designation population are not
available, the unit(s) must remain vacant. The Authority will not consider waiving or modifying any set-aside

reﬂuest until units have been Elaced in service for a minimum of ei%hteen months.
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d. Persons with Disabilities

Applicant has committed in writing to set-aside a percentage of the total units in the Development to
qualified tenants who meet the State definition of disabled as provided in IC 5-20-1-4.5 and must equip
each unit to meet a particular person’s disability need at no cost to the tenant. A written referral agreement
must be in place with a qualified organization that provides services for persons with disabilities. Points
will be awarded based on 1 point for each percentage set-aside up to a maximum of 5 points.”

| Maximum Number of Points 5

The Authority encourages owners to disperse all low-income units evenly among buildings and units
in a mixed income, multi-building Development.

2. Development Characteristics
a. Unit Types
1) A Development that has 30% or more of the RHTC units with two (2) bedrooms will

receive 2 points.

or
A Development that has 50% or more of the RHTC units with two (2) bedrooms will
receive 5 points.

| Maximum Number of Points 5 |

2) A Development that has 20% or more of the RHTC units with three (3) bedrooms will
receive 2 points.

or
A Development that has 30% or more of the RHTC units with three (3) bedrooms will
receive 5 points.

| Maximum Number of Points 5 |

3) A Development that has 5% or more of the RHTC units with four (4) bedrooms will
receive 2 points.

or
A Development that has 10% or more of the RHTC units with four (4) bedrooms will
receive 5 points.

| Maximum Number of Points 5 |

[Elderly Developments will not receive points for three (3) or four (4) bedroom
units.]
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Development Design

Based on the Development schematics, as set forth in the site plan and a letter from the
Architect on his/her letterhead certifying the existence of amenities. The Authority will
award points in this category based on 5 point for a minimum of 5 amenities. Amenities
must be for “all” units and be appropriate for the proposed tenant population.

Wall to wall carpeting (living area)

Playground (family only)

Security camera - all entrances

Individual porch/patio/balcony

Hardwood floors

50% or more brick exterior

Laundry facilities in each building Steel Frame Fire walls
Sound proof interior Garage Washer/Dryer hook-up
Washer & Dryer Security alarm Emergency pull cords/call button (elderly only)

Maximum Number of Points

Unit Size

As provided in the Rental Housing Finance Application the net square footage is defined for the
purpose of this scoring criteria to be the total livable space within the interior walls of the unit (this
excludes garages, balconies, exterior storage and Development common areas). Points will be
awarded based on ALL of the proposed units that meet or exceed the minimum net square footage
within a specific unit type.

Development Eff./0 BR units | One BR units Two BR units Three BR units Four + BR units
Type minimum net sq.| minimum net sq. | minimum net sq. | minimum net sq. | minimum net sq.
ft. ft. ft. ft. ft.
New Const. 375 sq. ft. 675 sq. ft. 875 sq. ft. 1075 sq. ft. 1275 sq. ft.
*Adaptive 375 sq. ft. 675 sq. ft. 875 sq. ft. 1075 sq. ft. 1275 sq. ft.
Reuse
Rehab/existing 350 sq. ft. 550 sq. ft. 680 sq. ft. 900 sq. ft. 1075 sq. ft.
housing
1 point 1 point 1 point 1 point 1 point

* Adaptive Reuse is defined as a Development with building(s) that previously served a purpose other than housing.

Note: If the Development is comprised of units that are all the same size, (i.e., all 1 bedroom units) and all units
meet the minimum net square footage, all 5 points in this category may be awarded

Maximum Number of Points
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d. Existing Structure

1) Development converts a percentage of total square footage in a vacant structure (s) into
affordable rental housing. Points will be awarded as follows:

20%
40%
60%
80%
100%

N bW~

| Maximum Number of Points 5

2) Development will utilize Historic Tax Credits on the residential portion of the building(s).
Must provide evidence the building is individually listed in the National Register of
Historic Places or have submitted a Part 1 application and received a recommendation for
approval by the Indiana Department of Natural Resources Division of Historic
Preservation and Archaeology. (Must include a copy of historic application and
“approved” Part I). At least 50% of the total units must be located in eligible historic
buildings in order for a Development to receive points in this category.

| Maximum Number of Points 2 |

3) Development is a federally assisted low-income housing Development with at least 50%
of its units in danger of being removed by a federal agency from the low-income housing
market due to eligible prepayment, conversion or financial difficulty. (Must include
documentation from the federal agency that will no longer be assisting the Development,
including why assistance is no longer available.)

Such Developments must include, but are not limited to, as determined in the Authority’s
sole discretion, the following:

(a) Preservation-eligible Developments under Title I Emergency Low Income Housing
Preservation Act of 1987 (“ELIHPA”) or Title VI Low Income Housing Preservation
Act of 1990 (“LIHPRHA”),

(b) Developments with expiring Section 8 contracts, regardless of whether the Owner has
given notice of its intent to allow such contracts to expire,

(c) Developments with HUD-held mortgages,

(d) Troubled Developments that have received assistance through the USDA Rural
Development (RD) office. Applicants must provide a letter from the RD office that
details the current situation for the project, and explains the need for housing RHTCs,

(e) Developments participating in the HUD Portfolio Reengineering Program.
Applicants must provide a letter of eligibility from HUD and be assigned a
Participating Administrative Entity (PAE); or

(f) Development is part of the Revitalization Plan for a HOPE VI grant that has been
awarded by the U.S. Department of Housing and Urban Development (HUD).

| Maximum Number of Points 3 |
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e. Energy Efficiency Requirements

One (1) point will be awarded for Applicants certifying the use of Energy Star rated materials and
appliances. Points will award points in this category based on 1 point for a minimum of 5 Energy
Star rated items. Energy Star rated items include: heating system, cooling system, windows,
insulation, stove, refrigerator, dish washer, washer & dryer, and/or 30-year warranty roofing
system.

Maximum Number of Points 1 |

3. Financing

a. Development has received written approval for monetary local government (town, city, or county)
funding that specifically enhances and/or creates significant cost savings for the Development.
Including but not limited to tax abatement, infrastructure, grants, land, building(s), etc. (Must
disclose amount of monetary funding to receive points).

| Maximum Number of Points 3 |

b. Cost per unit (defined as Total Development Cost from the Rental Housing Finance Application
for RHTCs minus land cost and any historic tax credits and/or commercial costs, divided by the
total number of units in the Development) is less than:

Historic Rehabilitation $85,000 per unit 2
New Construction $70,000 per unit 2
Substantial Rehab $75,000 per unit 2
Single Family (Infill) Scattered Site $90,000 per unit 2

[Note: IHFA has established a maximum per unit cost of $95,000 for new construction and
substantial rehabilitation. Single-family infill and historic rehabilitation Developments will be
subject to a $100,000 per unit maximum. If an Applicant proposes a cost per unit in excess of these
maximums, the application will nevertheless, be underwritten (and the amount of RHTC’s (if any)
that may be allocated) using these maximum cost figures and not those in the application.]

At Final Application, the Development must meet the same cost per unit as set forth in its initial
request unless: (i) the Development received no points in the “cost per unit” section; and (ii), the
Development has successfully enlisted other resources to cover the increased costs. If not, the
Development will in the sole discretion of the Authority, be subject to a possible reduction of up to
50% of the initial conditional allocation of RHTC:s.

Maximum Number of Points 2
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4.

Market

a.

“Difficult to Develop Area”

Development is located in a "qualified census tract" of a metropolitan statistical area or a “difficult
development area” as designated by the Secretary of HUD for the RHTC program (See Schedule
C). To receive points, must provide census tract map.

| Maximum Number of Points 2 |

Local Housing Needs

Town or city with an affordable housing shortage as provided in the market study that has less
than the following total RHTC and/or Bond units including those under construction.

Development location Number of units
Large City 700 units or less
Small city 300 units or less
Rural 100 units or less
| Maximum Number of Points 3

Subsidized Housing Waiting List

Owner executes and provides to the Authority a written agreement with the local or regional
public housing representative to give priority to households on waiting lists for subsidized or
public housing.

Maximum Number of Points 3

Economic Development

A Development that receives a letter from the highest local elected official that states specifically
how the proposed Development will contribute to the economic need of the community and
further the community’s economic goals.

| Maximum Number of Points 2 |

Community Rehabilitation Preservation

The Development’s rehabilitation will support community preservation as evidenced by a letter
from the local governing jurisdiction which specifically 1) describes the Development and the
plans for its preservation 2) defines the neighborhood or area; 3) describes intended uses; and 4)
states the Development’s rehabilitation compatibility to the area, and materially benefits the
neighborhood or area

Maximum Number of Points 3
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S.

Other

Lease Purchase

Development (which may be only single family detached structure(s)) and will offer
homeownership opportunities to qualified tenants after initial 15-year compliance period (Please
see IRS Rev. Ruling 95-49 and Schedule D, attached). This option is not available for elderly
Developments.

| Maximum Number of Points 2 |

Minority Business Enterprise (MBE) Participation

Minority Business Enterprise, including D/MBE (Disadvantaged Minority Business Enterprise),
means as an individual, partnership, corporation, or joint venture of any kind that is owned and
controlled by one or more persons who are: (a) United States Citizens and (b) Members of a racial
minority group as evidenced by certification from the Indiana Department of Administration,
Office of Minority Development. (The Authority understands that this Department does not issue
certifications for housing. However, the certification from this Department is acceptable.) “Owned
and controlled” means having for: (i) owners and developers: (a) ownership of at least 51% of the
enterprise (stock of a corporation; interest in a limited liability company; or general partner of a
limited partnership); (b) control over the management and active in the day to day operation of the
business; (c) an interest in the capital, assets and profits and losses of the business proportional to
the percentage of ownership; and, (d) materially participates in the Development or management
of the Development; or (ii) contractors and management entities: (a) ownership of at least 51% of
the enterprise (stock of a corporation; interest in a limited liability company; or general partner of
a limited partnership); (b) control over the management and active in the day to day operation of
the business; and, (c) an interest in the capital, assets and profits and losses of the business
proportional to the percentage of ownership.

1) Owner (controlling interest in general partner) or 1
2) Developer, or 1
3) Management Entity (Minimum 2 year Contract)*, or 1
4) Contractor 1

*Management Entity must have control over all management activities for the Development. The
management agent listed on the application must be used by the owner of the Development for at
least two years after Development’s completion unless the agent is guilty of material non-
performance of duties. Upon notification to the Authority, a substitution of management agent
prior to the 2 year period may be permitted in the sole discretion of the Authority.
OR

Women Business Enterprise (WBE) Participation

Women Business Enterprise including DWBE, (Disadvantaged Woman Business Enterprise) and
DMWBE (Disadvantaged Minority Woman Business Enterprise) means as an individual,
partnership, corporation, or joint venture of any kind that is owned and controlled by one or more
persons who are: (a) United States Citizens and (b) Female in gender as evidenced by certification
from the Indiana Department of Administration, Office of Minority Development. (The Authority
understands that this Department does not issue certifications for housing. However, the
certification from this Department is acceptable.) “Owned and controlled” means having for: (i)
owners and developers: (a) ownership of at least 51% of the enterprise (stock of a corporation;
interest in a limited liability company; or general partner of a limited partnership); (b) control over
the management and active in the day to day operation of the business; (c) an interest in the
capital, assets and profits and losses of the business proportional to the percentage of ownership;
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and, (d) materially participates in the Development or management of the Development; or (ii)
contractors and management entities: (a) ownership of at least 51% of the enterprise (stock of a
corporation; interest in a limited liability company; or general partner of a limited partnership); (b)
control over the management and active in the day to day operation of the business; and, (c) an
interest in the capital, assets and profits and losses of the business proportional to the percentage of

ownership.

1) Owner (controlling interest in general partner) or 1
2) Developer, or 1
3) Management Entity (Minimum 2 year Contract)*, or 1
4) Contractor 1

*Management Entity must have control over all management activities for the Development. The
management agent listed on the application must be used by the owner of the Development for at
least two years after Development completion unless the agent is guilty of material non-
performance of duties. Upon notification to the Authority, a substitution of management agent
prior to the 2 year period may be permitted in the sole discretion of the Authority.

In support of the MBE/WBE categories, you must submit with your Rental Housing Finance Application all
applicable Development, management and contractor agreements (complete with fee structure) and the
names and addresses of all owners, principals and their respective affiliation.

Maximum Number of Points 2 |

b. Unique Features or Circumstances

Applicant has submitted written evidence that the Development has unique features that go over and
beyond and contribute to the Development of affordable housing in the community where the
Development is located. This would include the unit and common area amenities. Points are awarded
relative to other Developments being scored during each Application cycle.

(may be awarded 2 point increments)

Maximum Number of Points 3

c. Services

Applicant has submitted written signed commitment(s) with qualified organizations evidencing
types of optional services to be provided to the residents of the Development. (Examples include,
without limitation, on-site day care service, credit counseling, learning centers, access to computer
hardware and software, transportation, health screening, meal service, etc.) The term of the
commitment, defined scope of service, cost if any to the tenants, frequency of service, and
financing plan must be addressed in the commitment. Services should be tailored to the needs of
the targeted clients and preference will be given to those Applicants offering the services on-site
and at no cost to tenants. Consideration will be given to Applicants that provide a majority of
services off-site due to special circumstances.
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1) Applicants proposing moderate services with firm commitments for 3 years effective at
the placed in service date (defined scope of services proposed, signed commitments by all
parties, with some evidence of coordination, and a financing plan) will receive 1.5 points.

or

2) Applicant proposes exceptional services with firm commitments for 4 or more years
effective at the placed in service date (wider scope of services proposed, signed
commitments by all parties, with some evidence of coordination, and a financing plan),
will receive 2 points.

Maximum Number of Points 2

d. Readiness to Proceed

In the sole discretion of the Authority, Developments may be awarded 2 points for submission of
the following at the time of initial application:

1) Firm commitment for construction financing; and

2) Firm commitment for permanent financing; and

3) Firm commitment of all federal, state, and local financing or contributions to the
Development; and

4) For Rehabilitation Developments, a letter from the municipality indicating that the

relevant board or commission has reviewed the proposal including the level of
rehabilitation work to be completed; and
5) If a historic Development approval from State Historic Preservation Office (SHPO); and
6) If a historic Development, submit a completed Environmental Phase I

To be considered a firm commitment, the document must contain the term(s), conditions, interest
rate, disbursement conditions, security requirements, repayment provisions and be executed by the
applicant and the lender. The commitment letter must contain the verbiage; “this is a firm
commitment for construction/permanent financing of the referenced development”. Only
conditions as noted above will be acceptable as conditions contained in the commitment letter. All
other conditions must receive prior approval from the Authority at least ten (10) days before
submission of tax credit application. The commitment letter must be effective for not less than the
term of the application cycle plus the proposed construction period.

Maximum Number of Points 2 |

Notwithstanding the point ranking system set forth above, the Authority reserves the right and shall have the power
to allocate Rental Housing Financing to a Development irrespective of its point ranking, if such intended allocation
is: (1) in compliance with Code Section 42; (2) in furtherance of the Housing Goals stated herein; and (3)
determined to be in the interests of the citizens of the State of Indiana. A written explanation will be made available
to the general public.

Any Development found to be in violation of this Allocation Plan will be subject to a reduction or rescission in
Rental Housing Financing, and all Development Team members may be subject to debarment of participating in all
Authority financing programs for up to five (5) years.
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G. Miscellaneous

1. Fees for additional services

The Authority will assess the Development and/or Applicant the reasonable costs (including any costs and
fees it may incur including but not limited to Attorney, CPA, and/or consultant fees) for additional or
extraordinary services requested by or required of any Applicant, or Development. All such assessments
must be paid prior to any final allocation of RHTCs (i.e. the issuance of IRS Form 8609) or before any
subsequent application will be considered, whichever should first occur.

2. Use of forms

The Authority requires the use of the forms included in the appendices. Any deviations from or changes
to the language will revoke the Rental Housing Finance application and/or award. Owners who have
received an allocation in prior years must use the most recent forms, irrespective of the year the allocation
was received.

3. Change in Ownership

IHFA Board of Directors must approve any change in ownership or transfer request if made prior to
the issuance of IRS Form 8609 for any Development that has received an allocation of Rental Housing
Financing and/or Bonds.

Failure to notify the Authority of changes in ownership for RHTCs and/or Bonds after the issuance of
IRS Form 8609 could result in the allocation being rescinded and/or possible non-compliance issues.

4. Development and/or Applicant/Owner Modifications

Modifications to the Development that affect threshold requirements, and/or scoring items in the
Allocation Plan in any way without prior written approval from the Authority may result in a reduction
and/or rescission of the Authority funding (including private activity tax-exempt bonds).

5. Issuance of IRS Form 8609 (“8609”)

IRS Form 8609(s) will only be issued once. However, in exceptional circumstances the Authority
may, in its sole discretion and upon receipt of additional fees (as determined by the Authority) elect to
review additional circumstances that may allow for the issuance of amended IRS Form 8609(s). All
documents requested shall be submitted to the Authority in a timely manner as defined by the
Authority.

Upon completion of the Development, the owner must submit at a minimum the following
documentation to the Authority:

*  Completed Final Rental Housing Finance Application and Cost Certification (most current version);

* Certificate(s) of Occupancy for each building in the Development, or Certificate(s) of Substantial
Completion for all rehabilitation Developments;

e All permanent (closing) financing documents if available (if not must provide within ten business days
of execution.);

* All construction financing documents;

*  Current partnership agreement or limited liability company operating agreement, including all exhibits
and schedules executed by the limited and general partners or managing member;

a
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* Original executed recorded Declaration of Extended Low Income Housing Commitment, executed by
owner, lender and the Authority;

* [HFA Rental Housing Tax Credit Compliance Seminar Certificate. Owner and management agent
must have attended within the last year;

* Executed Development Agreement;

*  Copy of deed showing partnership as owner;

*  Photograph of completed Development (exterior and interior); and

* Any other documents that the Authority may require in determining the final amount of RHTCs to be
allocated to the Development and the Development’s conformance with the requirements of Section
42.

The entire final application and final cost certification package to request 8609 in a form acceptable to
the Authority must be submitted as soon as possible after the Development has been placed in service
but no later than six months following the issuance of the Certificate of Occupancy /Substantial
Completion for the Development.

The Authority anticipates mailing out IRS Form 8609(s) up to 90 working days after the requested
materials have been submitted to the Authority. Incomplete or insufficient documentation will result
in a delay of the 8609 issuance.

The Authority reserves the right to defer processing requests for 8609s that are received during a
RHTC competitive funding round.

6. Dissemination of Information

Any application for Rental Housing Tax Credits or Private Activity Tax Exempt bonds without
attachments exhibits, are available for dissemination and publication to the general public.

To request a copy of a funded application for Rental Housing Tax Credits or Multifamily Bonds, you
must:

*  Submit your request in writing with a postage paid envelope for $ 1.81 for each application
request or your account number for FedEx or Airborne Express.

*  The name(s) of each development.

* Include a check made payable to the Indiana Housing Finance Authority in the amount of $
4.40 (.10 per page) for each application. (If requesting multiple applications, multiply this
amount times the number of applications you are requesting), to cover appropriate copying
costs.

* Send your request to the IHFA — ATTN: Tax Credit Assistant, 115 West Washington Street,
South Tower, Suite 1350, Indianapolis, IN 46204

No request will be processed without the above information. Please allow a minimum of ten (10) days
for processing for each request.
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List Of Schedules

A Large Cities

B Small Cities

C Qualified Census Tracts (QCTs) and Difficult to Develop Areas (DDAs)
D Rental Housing Tax Credit Compliance Manual

E Policies and Procedures Regarding Transferability of Rental Housing Tax Credits
F Market Study and Fair Market Appraisal Requirements

G Affirmative Fair Housing Marketing Plan

H Private Activity Tax-Exempt Bond Financing (“Bonds”) Requirements
I 501(c) 3 Tax-Exempt Bond Requirements

J Procedures of Accessing HOME Funds

K Procedures of Accessing a Trust Fund Loan

L Application and Reservation Cycles

M Fees
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Appendix D

HUD Handbook 4350.3 CHG-27

Section 8 Income Guidelines



Occupancy Requirements of Subsidized Multifamily Housing Programs

4350. 3 CHG 27

CHAPTER 3. CERTI FYI NG TENANT ELI G BI LI TY AND CALCULATI NG
TENANT RENTS IN MJULTI FAM LY SUBSI DI ZED PRQIECTS

3- 1. OVERVIEW To nmaximze the limted amobunt of housing subsidy
available to |l owincome fanmilies, Congress and the
Department, through its regul ations, seek to assure that the
subsi dy goes to the people who need it the nbst. In
addi ti on, Congress and the Departnent al so provide econom ¢
lift to lowincome fanmlies by excluding certain types of
income in determning their rent. These |laws and
regul ati ons determ ne what incone will be counted in
determ ni ng tenant rents.

The formulas shown in Exhibit 3-3 were established by the 1981
Housi ng and Comunity Devel opment Amendnents (1981 HCDA) and

i mpl enented through CHG 1 to Handbook 4350.3 (Chapter 3) in
3/85. Appendix 16 lists the tenant rent fornulas that applied
bef ore 3/85.

a. Owners nust performcertifications of applicant and
tenant data to determine their eligibility for
assi stance and | evel of benefits in accordance with HUD
requirenents.

b. This chapter sets out:
(1) Programrules on determning tenant rents.

(2) Requirenents on owner verifications of data
supplied by applicants and tenants.

(3) Requirenments for owners to electronically transmt
tenant data to HUD (or the Contract Adninistrator
if applicable).

3-2. DEFI NI TIONS. Most of the terns used in this chapter are
defined in Exhibits 3-1 (for all prograns but PAC and PRAC)
and 3-2 (for the PAC and PRAC prograns). Because of the
| ength of discussion required to explain certain terns
(e.g., adjusted inconme, child care allowance, nedica
al l owance, handi cap/disability assistance all owance),
expl anations of these terns are provided in the chapter text
rather than in Exhibits 3-1 and 3-2.

Regul atory References: The follow ng
regul ati ons define inconme, adjusted
i ncomre and al | owances:

24 CFR 813 - Section 8 programns

24 CFR 215 - Rent Suppl enent



24 CFR 236 - Section 236, RAP

24 CFR 885 Subpart C - PAC

24 CFR 889 and 890 - PRAC

SECTION 1. Determ ning Tenant Rents

Subsection A: Omers' Requirenents for Determ ning Tenants
Rent s

COVPUTI NG TENANTS' RENTS. The rents which assisted
househol ds pay are based upon Federal |aws and HUD
regul ations.

a. Owners conpute tenants' rents based upon the statutory
Tenant Rent Formulas listed in Exhibit 3-3. Tenant
Rent Formul as vary according to:

(1) The Family's inconme and

(2) The type of subsidy the fanmly receives (BMR
Section 236, Rent Suppl ement, RAP or Section 8)

b. Owners determ ne tenants' annual incone and
adj ustents to annual inconme based upon the incone
and al |l owance rul es di scussed in chapter 3.

NOTE: A househol d need not have inconme to be eligible
for assisted housing prograns that provide deep subsidy
(i.e., Section 8, Rent Supplenent, RAP). Owners do not
determ ne adjustnments to income for BMR tenants who do
not receive any other type of subsidy.

DOCUMENTS OMNERS MUST USE TO COVMPUTE TENANTS' RENTS. Owners
nmust use the foll owi ng HUD docunments in determnining and
certifying tenant eligibility and tenant rents. The

requi red docunents have been revised as part of the
automation of the tenant certification and recertification
process. For exanple, the Form HUD 50059 (Oaner's
Certification of Conpliance with HUD s Tenant Eligibility
and Rent Procedures), which was the paper docurent for
certifying tenant incones, is being replaced by simlar
docunents that support electronic transm ssion of tenant
dat a.

a. Handbook 4350. 3, particularly Chapter 3. Chapter 3 and
its related exhibits and appendi ces provide the
busi ness rul es that support the 50059 Data Requirenents
for Determ ning Tenant Rents and the TRACS MAT Gui de

b. Appendi ces 3 through 18 of Handbook 4350.3. These
appendi ces provide supporting information for Chapter
3. For exanple, these appendices provide: verification
consents and related information; data collection
requirenents for determning tenant rents; data entry



rul es; additional worksheets for certain tenants; and
hi storical information.

The 50059 Data Requirenents for Determ ning Tenant
Rents (which support the electronic transm ssion of
data to HUD/ Contract Adm nistrator through TRACS). This
document |lists and describes the data that owners are
required to collect fromapplicants and tenants and the
cal cul ati ons owners nust performto certify tenant
eligibility and tenant rents. This document hereafter
will be referred to as The 59 Data Requirenents. The
rules set out in Handbook 4350.3, particularly Chapter
3, serve as the basis for The 59 Data Requirenments. The
59 Data Requirenents are contained in Appendix 11
(1) Owners nust conpute rents for assisted housing
tenants using The 59 Data Requirenents (i.e., for
tenants paying a Section 8, Rent Suppl enent, RAP
Section 236 or BMR rent).

(2) The 59 Data Requirenents provide different
instructions for individual tenants, depending
upon the type of assistance they receive, the
fam ly's individual circunstances (including
nonciti zen status) and dependi ng upon whet her
[imtations on increases in their rent apply. The
59 Data Requirenments inpose rent increase
limtations for those tenants whose rent increases
are limted under paragraph 3-7.

59 Wrksheets D, F and G  These additional worksheets
are required only for certain tenants covered by the
rent increase protections of paragraph 3-7. The 59
Data Requirenments draw fromthe information that is
cal cul ated using these worksheets. (Note that the
former worksheet form HUD 50059e is incorporated into
the 59 Data Requirenents in paragraph c above.) See
Appendi x 14.

The 59 Owner and Tenant Certifications. The owner and
tenant sign certifications concerning the information
t hey each have supplied for the 59 Data Requirenents.

TRACS Monthly Activity Transm ssion (MAT) User's QGui de.
(MAT Guide). The rules on electronic transm ssion are
set out in the MAT Guide. Owners nay obtain copies of
by calling 1-800-767-7588. Ask for the Information
Packet. See Subsection B, Omers' Requirenents to

El ectronically Transmit Tenant Data to HUD or the
Contract Adm ni strator

OMER AND TENANT CERTI FI CATI ONS (The 59 Certification).
These are the signature and file copies for the tenant's
records and for the owner's files. A nmodel certification
is contained in Appendix 11

The owner nust produce a certification for both the
owner and the tenant containing:



(1)

(2)

The information which both the tenant and the
owner have provided to deternine the tenant's rent
and;

A certification statenment concerning the accuracy
of the infornmation they each have provided.

The 59 Omner Certification nust:

(1)

(2)

(3)

(4)

Contain the following title: The 50059 Owner and
Tenant Certification

Contain all of the information fields listed in
the 59 Data Requirements in Appendix 11 and
contain the exact nunbering of these fields.

NOTE: Al though the 59 Certification is not an
official HUD form the information contained in it
is subject to OVB revi ew and approval .

Appear in a format that is easily readable and
under st andabl e by project staff who nust conplete
and sign the certification and by HUD and Contract
Admi ni strator staff who nmust nonitor files.

Contain the followi ng statenents:

(a) NOTICE TO OMNERS: PENALTI ES FOR M SUSI NG
APPL| CANT AND TENANT | NFORMATION: Title 18,
Section 1001 of the U S. Code states that a
person is guilty of a felony for know ngly
and willingly making fal se or fraudul ent
statenments to any departnent of the United
States Government. HUD, the PHA and any
owner (or any enpl oyee of HUD, the PHA or the
owner) nay be subject to penalties for
unaut hori zed di scl osures or inproper uses of
i nformati on collected fromthe applicant or
tenant. Any person who knowi ngly or willfully
requests, obtains or discloses any
i nfornmati on under fal se pretenses concerning
an applicant or tenant rmay be subject to a
m sdenmeanor and fined not nore than $5, 000.
Any applicant or tenant affected by negligent
di scl osure of information may bring civi
action for danmmges, and seek other relief, as
may be appropriate, against the officer or
enpl oyee of HUD, the PHA or the owner
responsi bl e for the unauthorized disclosure
or inproper use.

(b) NOTICE TO TENANTS ON THE PRI VACY ACT: The
Department of Housi ng and Urban Devel oprent
(HUD) is authorized to collect this
information by the U S. Housing Act of 1937,
as amended (42 U.S.C. 1437 et.seq); the



(c)

Housi ng and Urban-Rural Recovery Act of 1983
(P.L. 98-181); the Housing and Comunity
Devel opnent Techni cal Anendments of 1984
(P.L. 98-479); and by the Housing and
Conmuni ty Devel opnent Act of 1987 (42 U.S.C.
3543). The information is being collected by
HUD to determine an applicant's eligibility,

t he recommended unit size, and the anmount the
tenant (s) must pay toward rent and utilities.
HUD uses this information to assist in
managi ng certain HUD properties, to protect
the Governnent's financial interest, and to
verify the accuracy of the information

furni shed. HUD or a Public Housing Authority
(PHA) may conduct a computer match to verify
the information you provide. This

i nfornati on may be rel eased to appropriate
Federal, State, and |ocal agencies, when

rel evant, and to civil, crimnal, or

regul atory investigators and prosecutors.
However, the information will not be

ot herwi se discl osed or rel eased outside of
HUD, except as pernitted or required by |aw
You must provide all of the information
requested. Failure to provide any
information nmay result in a delay or
rejection of your eligibility approval.

Publ i c Reporting Burden: The reporting
burden for this collection of information is
estimated to average 1 hour per response,
including the tine for review ng

i nstructions, searching existing data
sources, gathering and maintaining the data
needed, and conpleting and review ng the
col lection of information. Send conments
regardi ng this burden estimate or any other
aspect of this collection of information

i ncl udi ng suggestions for reducing this
burden, to the Reports Managenment O ficer
Ofice of Informati on Policies and Systens,
U.S. Departnent of Housing and Urban

Devel opnent, Washi ngton, D.C. 20410-3600;
and to the Ofice of Managerment and Budget,
Paperwor k Reduction Project (2502-2024),
Washi ngton, D. C. 20503.

(5) Contain the following certification that the owner

(or

(a)

desi gnat ed agent) nust sign and date:

"The 59 Owmner Certification of Conpliance
with HUD s Tenant Eligibility and Rent
Procedures: | certify that this Tenant's
eligibility, rent and assi stance paynment have
been conputed in accordance with HUD s
regul ati ons and admini strative procedures and
that all required verifications were



obtained. | also certify that the
conput ati ons are based upon the data provided
by the Tenant. | have read and under st and

t he purpose and uses of collecting the
required information from applicants and
tenants and | understand that misuse of this
infornation can | ead to personal penalties to
me."

(b) The follow ng warning nust appear before the
59 Omner Certification: Wrning to Owmers -
Your signature indicates that you agree with
this certification statenent.

(6) Contain the following certification statenment that
the Fam |y head and any spouse or co-head mnust
sign and date

(a) "The 50059 Tenant Certification of the
Accuracy of Information Provided to Receive
Housi ng Assistance . (This certification
covers the information provided by the
Applicant/Tenant in Parts 2, 3 and 4 of the
59 Data Requirenents.) This information is
used in determning eligibility or the |leve
of benefits. [|/W certify that the
information |I/We have provided is true and
conplete to the best of my/our know edge and
belief. 1/W understand that, if I/W
furnish false or inconplete information, I/We
can be fined up to $10,000 or inprisoned up
to five years, or lose the subsidy HUD pays
and have ny/our rent increased. |/W have
read the Privacy Act Notice."

(b) The follow ng warning nust appear before the
59 Tenant/ Applicant certification: "Wrning
to Tenants - Your signature nmeans that you
have read the Privacy Act Notice and agree
with the certification statement."

C. Owners nust give the Fam |y head a copy of the 59
certification which contains the signature of both the
applicant/tenant and the owner. This may be a copy
with original signatures or it may be a photo or carbon
copy. (There are sone subm ssions for which the owner
will not have to obtain the tenant's signature, e.g.
gross rent change; unit transfer. The owner is not
required to provide the tenant with a copy of these
certifications unless the tenant or applicant requests

a copy.)
RECORDKEEPI NG

a. Owners nust retain the original, signed and dated 59
Certification in the tenant's file for at |east three
years. This copy nmust contain the signatures of both



the owner and the Fami |y head and any spouse or co-
head.

Al tenant files and information nmust be kept in a
| ocation that assures confidentiality. See paragraph
3- 39¢.

USEFUL REFERENCES

Tenant Rent Exhi bit 3-3

For nul as

Defini ti on Annual Section 2, Annual |ncone
| ncome Exhi bit 3-4, Assets

Adj ustnents to

I ncone

3-7.

Exhi bit 3-5, Annual | ncone

Section 3, Adjusted Incone

STATUTORY LI M TATI ONS ON THE | NCREASES | N TENANT RENTS
| MPLEMENTED | N 1985 THAT MAY STILL AFFECT SOVE | NDI VI DUAL
TENANT' S RENTS TODAY.

a.

The 1983 Housi ng and Urban Rural Recovery Act (HURRA)
and t he Housi ng and Community Devel opment Technica
Anendrent s Act of 1984 (HCDA) changed the fornulas and
al | owances used in determning tenant rents. Handbook
4350.3, CHG 1, dated March 1985, inplenmented these
statutory changes. Exhibit 3-3 contains the current
rent fornulas required by HURRA and HCDA. Appendix 17
contains the formulas and al |l owances that were in

ef fect before HURRA and HCDA

Omers calculate statutory limtations on increases in
tenant rents using the worksheets in Appendi x 14.
Tenants who may still be benefitting fromlimtations
on their rent increases are:

See Appendix 13 for the statutory limtations on increases in
tenant rents that may still apply to sonme tenants.

(1) Elderly Rent Suppl enent Tenants;

(2) Section 8 tenants who were converted from Rent
Suppl emrent or RAP between 10/1/81 and 9/ 30/ 84 when
they were age 62 or ol der; and

(3) Section 8 tenants who were converted from Rent
Suppl emrent (on or after 10/1/84) when they were
age 62 or ol der).

NOTE: Mdst of the tenants who once benefitted fromthe
statutory protections on rent increases are now paying
the full rent required under the law. Appendix 13
describes the statutory limtations on increases in
tenant rents that may still apply. Owners previously
performed special calcul ations on worksheets that



suppl enented the form HUD 50059 (i.e., forns HUD 50059-
d, f, and g, anobng others). Protections on increases
inrent that may still apply are cal cul ated using the
Wrksheets D, F and G of the 59 Data Requirements in
Appendi ces 14a, b and c.

The 1981 Housi ng and Community Devel opnment Act limted
the amount a family's rent could increase in any one
year due to the statutory changes in determ ning rent.

(1) Under the 59 Data Requirenments, tenants' rents are
conput ed under both the pre-1984 rules and the
current rules until the tenant's rent conputed
under the current rules is not nore than 10% above
the rent conputed under the pre-1984 rules.

(2) After the annual recertification is processed AND
the tenant is NOT affected by the 10 percent
l[imtation, special calculations providing
[imtations on rent increases are no | onger
required.

Subsection B: Owmners' Requirenents to Electronically
Transmit Tenant Data to HUD
or the Contract Adm nistrator

3-8. ELECTRONI C TRANSM SSI ON OF TENANT DATA TO HUD OR THE
CONTRACT ADM NI STRATOR

a.

Al owners subject to Chapter 1 of Handbook 4350.3 nust
electronically subnmit tenant certifications and
recertifications to HUD (or the Contract Adm nistrator
if applicable) via the Tenant Rental Assistance
Certification System ( TRACS).

(1) This requirement covers Omers of 221(BM R) and
236 projects. They nust electronically submit
data on tenants who do not receive assistance
t hrough Section 8, Rent Supplenent or RAP. This
is a change in policy. Formerly Appendix 1 (Form
HUD 50059), dated 2-86, did not require subni ssion
of data on 221(d)(3)BM R and 236 tenants who did
not pay an assisted rent, unless required to do so
by the HUD office or the Contract Admi nistrator
(This policy change is found in 24 CFR 208.)

(2) Projects subject to a Preservation Plan of Action
are not subject to this section. Owners of these
projects nust follow Chapter 8 of Handbook 4350. 6
for the requirements to certify tenant eligibility
and inconme and to bill for assistance paynents.

(3) Projects that are HUD-owned are not subject to
this Section. See Handbook 4315.1 on how to
determ ne tenant rents. However, if a HUD owned
project is sold with assistance that is covered by
Handbook 4350.3, then this Subsection would apply.



b. The MAT Cuide referenced in paragraph 3-4 establishes
the requirenents for electronic transm ssion. The
Depart ment has coordi nated the devel opment of Chapter 3
and the MAT CGuide to carry out the |laws and regul ati ons
that govern the nmultifam |y housing assistance
prograns.

C. The 59 Data Requirenents assist owners in making the
entries required by the MAT Guide. Owners nust follow
the Chapter 3 business rules when entering the
i nfornmation required by the 59 Data Requirenents in
Appendi x 11

Regul atory References - 24 CFR Part 208

The April 1, 1995 volune of the Code of Federa
Regul ations will contain the final rule dated
August 24, 1994. See FR 43472 dated August 24,
1994 if you are using an earlier version of the
CFR. The 1994 volune contains the interimrule
at 58 FR 61022, dated Novenber 19, 1993.

SECTION 2. Annual |ncome

Subsection A VWhat Income is Counted in
Det er mi ni ng Annual | ncone

3-9. ANNUAL | NCOVE is the gross inconme the Fam |y anticipates it
will receive in the 12-nmonth period followi ng the effective
date of certification of income.

Total Incone fromall Sources = Annual | ncone

Ear ned/ + | ncone = Annua
Unear ned from | ncome
| ncone Asset s

NOTE: Chapter 2 of Handbook 4350.3 provides the eligibility
rules for admission to a particular project. Chapter 3
provides the rules for determining incone. By referring to
"fam |ly", as provided by regulation, Chapter 3 distinguishes
bet ween nenbers of the tenant househol d and ot her persons
living in the unit (e.g., live-in attendant who is not
listed on the lease, is not a nmenber of the tenant househol d
and whose inconme and circunstances are not considered in
determ ni ng the househol d's annual inconme or adjusted
income). Concerning eligibility to a particular project,
consult with Chapter 2.

a. The regul ations |ist exanples of income that are
i ncluded in Annual |ncone. They also list specific
types of income that are excluded fromincone.
Cenerally, if a particular type of incone is not
specifically nmentioned as being excluded, then it is
i ncluded in Annual | ncone.

b. Exhibit 3-4 lists the types of assets that are used in



det erm ni ng Annual | ncone.

C. Exhibit 3-5 lists the types of inconme that are used in
det ermi ni ng Annual | ncone.

3-10. VWHOSE | NCOVE | S COUNTED AND WHOSE | NCOVE |'S NOT
COUNTED:
a. Count the incone of the individuals |isted bel ow
(1) Annual incone of the head, spouse or co-head

(2)

and other adult menbers of the famly

(a) Include under this paragraph the annua
i ncome of individuals under the age of
18 who have entered into a | ease under
state law. (They will be either the
head, spouse or co-head.) Such persons
are sonmetinmes referred to as enanci pated
mnors (e.g., a person under the age of
18 who is married). However, if an
emanci pated mnor is residing with a
fam |y as a nmenber other than the head,
spouse or co-head, the individual would
be consi dered a dependent and woul d be
covered by paragraph (2) bel ow.

(b) Count only the first $480 in earnings of
a full-tine student over the age of 18
who is not the head, co-head or spouse.
See Figure 3-1. Note that all of the
full-time student's unearned incone is
count ed.

Unear ned incone of children under the age of
18 who are nenbers of the family. (This is
any inconme that is not enploynent incone.)
They will be listed as dependents on the 59
Dat a Requirements. Also include any unearned
i ncome of:

(a) children tenporarily absent due to
pl acenent in a foster hone.

(b) <children who are away at school but who
live with the fam |y during schoo
recesses.

NOTE: Paragraph 3-25 clarifies that when
nore than one fam |y shares joint custody of
a child and they both live in assisted
housing, only one famly can claimthe
dependent allowance. The fam |y that counts
t he dependent all owance al so counts the
unearned i ncone of the child. The other
famly neither clainms the dependent allowance
nor counts the unearned i ncone of the child.



(3) Inconme of Tenmporarily Absent Fami |y Menbers
who are still considered Fam |y nenbers. Read
par agraph 3-17 and consult with the famly to
det er mi ne whet her the individual should be
considered a famly nenber. (If this
i ndividual is considered a fam |y nenber,
then she/he would be listed on the 59 Data
Requi renents.) NOTE: The head, spouse or
co- head nust always be listed on the 59 Data
Requi renents, even if they are tenporarily
absent .

(4) Income of Persons Permanently Confined to a
Hospital or Nursing Home. Read paragraph 3-
18 and consult with the fanily to detern ne
whet her the individual should be considered a
Fam |y nenmber. (If this individual is
considered a Fanily nenber, then she/he would
be listed on the 50059 Requirenments). NOTE:
Such persons nmay not be the Head, Co-head or
Spouse.

b. Do Not count the income of the individuals |isted
bel ow. These individuals are not considered
nmenbers of the Famly. (But see paragraph 2-18,
Determ ning Unit Size at Move-in. Such persons
are consi dered when determ ning unit size for the
househol d.) Do not count:

(1) Any income of a live-in-aid/attendant. (See
the definition in Exhibit 2-1 of Handbook
4350. 3 whi ch expands upon the definition of
“live-in aid" in 24 CFR 812.2, 215.1, and
236.2 as found in Exhibit 3-1.)

(2) Any income of a guest. Friends or relatives
who visit for short periods of tinme are not
consi dered nmenbers of the Fanmly. See also
par agraph 13, Ceneral Restrictions, of the
Model | ease. This paragraph states that the
tenant agrees to pernit other individuals to
reside in the wunit only after obtaining the
prior witten approval of the Landl ord.

(3) Any incone of a foster child or foster adult.
Foster adults are considered to be
individuals with disabilities, unrelated to
the tenant famly, who are unable to live
al one.

FI GURE 3-1
Whose I nconme is Counted?
(NOTE: All persons residing in the unit nmust be listed on

the 59 Data Requirements, but not all persons residing in
the unit are nenbers of the Family (e.g., live-in



attendants; foster children and foster adults are not
menbers of the famly).

Enpl oyment O her | ncone
| ncone (i ncluding incone
from assets)
Menber s
Head Yes Yes
Spouse Yes Yes
Co- Head Yes Yes
O her Adul t Yes Yes
Dependent s
-Chil d under No Yes
18
-Full tine 1/ Yes
St udent over
18 1/
Non- menber s
-Foster Child No No
- Foster Adult No No
-Live-in No No
At t endant

1/ The earned incone of a full-tinme student 18 years
old or older who is not the head, co-head or spouse is
excluded to the extent that it exceeds $480. (See
Exhi bit 3-5.)

Subsection B. Business Rules Used in Determ ni ng Annua

I ncome
3-11. CALCULATI ON METHODOLOG ES TO USE | N DETERM NI NG ANNUAL
| NCOVE

a. To annualize full-time enmploynent, multiply:
(1) hourly wages by 2,080 hours
(2) weekly wages by 52
(3) bi-weekly amounts by 26
(4) sem -nonthly anmounts by 24
(5) nonthly amounts by 12

b. To annualize inconme fromother than full-tine
enpl oyment, nultiply periodic anounts (hourly,
nont hly, bi-weekly, etc.) by the number of periods
(hours, weeks, nonths) the fam |y nenber expects
to work.

C. Use an annual wage w thout additiona

cal culations. For exanple, if a teacher is paid
$25,000 a year, use $25,000 whether the payment is



made in 12 nonthly installnents, 9 installnments or
sone ot her paynent schedul e.

d. Use current circumstances to project incone,
unl ess verification forns indicate that an
i mm nent change will occur. See the exanple
foll owi ng this paragraph.

EXAMPLE of Anticipated Increase in Hourly Rate

February 1 Certification Effective Date
$7. 50/ hour Current Hourly Rate
$8. 00/ hour New rate to be effective March 15

(40 hours per week x 52 weeks = 2080 hours per
year)

February 1 through March 15 = 6 weeks

6 weeks x 40 hours = 240 hours

2,080 hours mnus 240 hours = 1840 hours
(check: 240 hours + 1840 hours = 2080 hours)

Annual I ncone is calcul ated as foll ows:

240 hours x 7.50 = $ 1, 800
1840 hours x 8.00 = $14, 720
Annual | ncone $16, 520

NOTE: Use the data entry procedures in Appendi x
12, Data Entry Rules for the Oaner and Tenant
Dat a Requi renents

e. If a family indicates that income nmight not be
received for the full 12 nonths (e.g.
unenpl oynment i nsurance benefit is expected to
term nate), the owner should still annualize the
i ncome and advise the famly to report any
subsequent | oss of the incone so that rents may be
recal cul ated. This way, the rent will be
cal cul ated correctly.

EXAMPLE of How to treat incone that is expected to
be received for | ess than 12 nonths.

Annual recertification is schedul ed for 4-1-95.
Tenant's unenpl oynment benefit of $325 per nonth
term nates on 10-1-95.

Count $3, 900 as unenpl oynent incone ($325 x 12
months). This will give the tenant the correct
nmont hly assi stance payment. |Instruct tenant to
report |oss of income when benefits are terninated.
See al so paragraph 5-11, Omer Responsibility for
Processing InterimRecertifications.

f. If an agency is reducing a famly's benefits to
adjust for a prior overpaynment (e.g., Socia
Security, SSI, AFDC or unenploynent benefits),



count the ampunt that is actually provided after
t he adj ustment.

EXAMPLE: M. Geen's Social Security
Paynent of $250 per nonth is being
reduced by $25 per nonth for a period
of 6 nmonths to nake up for a prior
over paynent. Count his Soci al
Security income as $225 per nonth for
the next 6 nmonths and for the

remai ning 6 nonths as $250 per nonth.

3-12. VALUI NG ASSETS. I n determ ning income from assets,
owners nust use the cash value of the asset (i.e., the
amount the family would receive if the asset were
converted to cash. Cash value is the nmarket val ue of
the asset minus reasonable costs that were or would be
incurred in selling or converting the asset to cash.
Expenses whi ch may be deducted i ncl ude:

a. Penalties for withdrawing funds before naturity

b. Broker/| egal fees assessed to sell or convert the
asset to cash

c. Settlement costs for real estate transactions

d. Loans on the asset (except see paragraph 3-21
i ncome from a Busi ness)

EXAMPLE: Ms. Player owns a rental house. The

mar ket val ue is $100, 000. She owes $60, 000. The
cost to dispose of this house would be $8,000. The
owner woul d determ ne the cash value as foll ows:

Mar ket Val ue $100, 000
Mor t gage anmpunt - 60, 000
40, 000

Cost of disposing of the asset
(real estate commi ssion, and other

costs of sale) - 8,000
Cash Val ue 32, 000
3-13. ASSETS OMNED JOI NTLY. If assets are owned by nore than
one persone prorate the assets according to their
percent age of ownership. |f no percentage is specified

or provided by state or local |law, prorate the assets
evenly anmong all owners.

EXAMPLE: Ms. Wight is an assisted housing tenant.
She and her daughter, Ms. Duncan, who |ives 2,000

nm | es away, have a joint savings account. Assune
that in this exanple that State | aw does not specify
ownershi p. Even though either Ms. Wight or M.
Duncan coul d each withdraw the entire asset for her
own use, count Ms. Wight's ownership as 50% of the
account .



NOTE: |If an asset is not effectively owned by an
i ndi vidual, do not count it as an asset. See exanples
in Exhibit 3-4, paragraph B.6.

3- 14. ASSETS CONVERTED TO TRUSTS. A trust is generally
considered a | egal arrangenent regul ated by state | aw
in which one party holds property for the benefit of
another. A trust can contain cash or other liquid
assets or real or personal property that could be
turned into cash. Trust assets are typically
transferred to the beneficiary upon the death of the
grantor. Chapter 3 recognizes two types of trusts,
revocabl e and nonrevocabl e (irrevocable trusts). See
Fi gure 3-2.

a. Revocabl e Trusts.

(1) The grantor of a revocable trust can change
this type of trust as often as s/he w shes
and, therefore, has access to this asset at
any tine.

(2) Count the trust as an asset under Exhibit 3-
4.

EXAMPLE of a revocabl e trust

M. Childress establishes a trust of $60,000 in his
daughter's nanme. (The daughter is not a nenber of
t he household.) Because it is revocable, he can
nodi fy this trust at any tine and have access to
it. For purposes of this exanple, the inconme is
either reinvested into the trust or paid to his
daughter. Treat this trust as a current asset.
Even though M. Childress does not receive the
income fromthis asset, he is required to report
the cash val ue of the asset and the incone the
trust generates. Because it is still considered to
be an asset owned by M. Childress, it is not

consi dered an asset disposed of for less than fair
mar ket val ue.

b. Nonr evocabl e Trusts (irrevocable Trusts).

(1) This is a trust agreenment that allows an
i ndi vidual to permanently transfer assets
during his/her lifetime to someone el se.

(2) Trusts which are not revocabl e by or under
the control of any menber of the famly are
not consi dered assets.

(3) Instead, the regulation requires that the
actual income distributed to the tenant
famly fromsuch a trust be counted when
determ ni ng Annual |ncone. See Exhibit 3-5.
(As with all income, this is the gross anount



recei ved before taxes or other deductions.)

(a) As long as the trust exists, any incone
distributed fromthe trust to the tenant
fam |y nmust be counted as incone.

(b) If there is no income distributed from
the trust, then do not count any incone

fromthe trust (e.g., income fromthe
trust that is reinvested into the
trust).

(4) If an asset is disposed of for less than fair
mar ket val ue by being converted to a
nonrevocabl e trust, assumi ng that no
consi deration is received or the
consi deration which is received is | ess than
fair market value, then the owner must count
such an asset for a period of two years in
accordance wi th paragraph 3-16.

(a) In addition, any actual incone
distributed fromthe nonrevocabl e trust
must al so be counted as incone under
par agraph (3) above. Therefore, for a
two-year period, the owner will consider
this asset for purpose of incone
conput ati on and, in addition, count
actual income distributed fromthe
nonrevocabl e trust to the tenant famly.

(b) Following the two year period, the owner
will count only the actual incone
distributed fromthe trust to the
famly.

EXAMPLE of a trust that is not revocable by or
under the control of any nmenber of the famly
where the income is not distributed fromthe
trust.

M. Charaf had $100, 000, which he disposed of by
creating a nonrevocable trust controlled by his
son. (M. Charaf's son does not live with him)
The trust produced inconme of $8,000 in 1995, which
was reinvested into the trust. Do not count the
$8, 000 as Annual Inconme because M. Charaf did not
receive any income fromthis trust. Do not count
t he cash value of the trust ($100,000) as a
current asset. |Instead, since M. Jones disposed
of this asset for less than fair narket val ue,
count the asset for a period of two years in
accordance with paragraph 3-16. The owner woul d
foll ow paragraph 3-12 in valuing this asset.

EXAMPLE of a trust that is not revocable by or
under the control of any menber of the famly. The



grantor receives the incone distributed fromthe
trust.

Ms. Bouchard has established, within the past two
years, a nonrevocable trust in the anmount of
$35, 000 that no one in the tenant famly can
control. Incone fromthis trust is distributed to
Ms. Bouchard. The actual income distributed from

conti nued
Exanpl e continued - nonrevocabl e trust

this trust would be counted in determ ning Ms.
Bouchard's annual inconme. For exanple, in 1996
$3,500 was distributed. Therefore, the owner
woul d count this $3,500 as annual income to

Ms. Bouchard. Also, because Ms. Bouchard di sposed
of an asset for less than fair market value, the
owner must count this disposition in accordance

wi th paragraph 3-16. The owner will determi ne the
cash val ue of the asset under paragraph 3-12 and
will count it as an asset disposed of for |ess

than fair market value for a period of two years.
It nay appear that this procedure would require
the owner to double-count this asset. But, first
t he owner counts the asset which was di sposed of
for a period of two years and, concurrently, the
owner counts the actual incone fromthe current
hol di ng (the nonrevocable trust).

EXAMPLE of a trust that is not revocable by or
under the control of any nmenber of the tenant
famly, where the incone is distributed to soneone
outside the tenant famly

Ms. Rockland is a sole nenber of a tenant famly
In 1995 she established a nonrevocable trust in

t he amount of $50, 000 that she cannot control. She
did not receive any conpensation for this asset.
In 1995, Ms. Rockland's son, who lives in another
city, received $7,000 which was distributed from
the trust. Do not count the $7,000 as inconme to
Ms. Rockl and, because she did not receive it.
However, do count the asset as being di sposed of

FI GURE 3-2

TRUST FUNDS - GRANTOR

Revocabl e Nonr evocabl e (irrevocabl e)
TREAT AS AN ASSET TREAT AS | NCOVE
The grantor can change Under a nonrevocabl e trust,

this trust as often as The grantor cannot gain



s/ he w shes and can
have access to this
asset at any tine.
CGeneral 'y, upon the
death of the grantor,
the asset is
transferred to the
benefi ci ary.

Treat this trust as an
asset of the grantor

under Exhibit 3-4, no
matter who receives

the income fromthis

asset. I ncone

recei ved by the
beneficiary will be
counted as incone.
Nonrevocabl e (irrevocabl e)

TRUST FUNDS -
BENEFI Cl ARY

Revocabl e Trust

Count the actual incone
recei ved

Nonr evocabl e Trust

Count
t he actual incone received

access to this trust.

Do not treat this trust as
an asset. Count the actua
i ncone distributed to the
famly fromthe trust in
accordance wi th paragraph
A. 12 of Exhibit 3-5. Al so,

count the original asset
(which was placed into
trust) as an asset di sposed
for less than fair market
val ue in accordance with
par agraph 3-16.

Regul atory reference: 24 CFR Parts 812.102, 215.1 and 236.2

state:

"(In cases where a trust fund has been established
and the trust is not revocable by or under the

control of any nenber

of the famly, the value of the

trust fund will not be considered an asset so |ong as
the fund continues to be held in trust. Any incone
distributed fromthe trust fund should be counted

when det erni ni ng Annual

I ncone. )"

Regul atory Reference: 24 CFR Parts 813.102, 215.1 and 236.2

state:

In determining Net Fanmily Assets, Omers shall include the
val ue of any business or fanm |y assets di sposed of by an
applicant or tenant for less than fair market val ue
(including a disposition in trust, but not in a

forecl osure or bankruptcy sale) during the two years
precedi ng the date of application for the program or
[recertification], as applicable, in excess of the

consi deration received therefor. |In the case of a

di sposition as part of a separation or divorce settlenent,
the disposition will not be considered to be for |ess than



fair market value if the applicant or tenant receives
i mportant consideration not neasurable in dollar terns.

3- 15. | MPUTED | NCOVE FROM ASSETS. (Thi s paragraph does NOT
apply to famlies receiving ONLY BM R assi stance.) | f
the net fanmly assets exceed $5, 000, Annual |nconme mnust
i nclude the greater of:

a. The actual income from assets
or
b. An inmputed income fromassets. Owners must inpute

income by nultiplying total net fam |y assets by
t he passbook rate specified by HUD. Until further
notice, owners nust use a rate of 2 percent (.02).

Figure 3-3
CALCULATI NG | NCOVE FROM ASSETS

Type of Asset TOTALS Cash Val ue of
1/ Asset

Checki ng $ 300
Account

Savi ngs Account 2, 000

Certificates of 10, 000
Deposi t

Rental Property 15, 000
Currently

Vacant
TOTALS $ 27,300

Actual | ncone
Per Year

$ 0
115

986

$ 1,101

Since total assets in this exanple exceed $5, 000, the owner
nmust cal culate the inputed incone. In this exanple, the
owner would multiply the Net Family Assets of $27,300 by
.02, totaling $546. The owner will enter this anmpunt as the
i mputed i ncome on assets in the 59 Data Requirenents. The

i ncone fromassets to be included in Annual Incone will be
$1,101 in this exanple since the actual incone received is
greater than the inputed incone on net famly assets ($1, 101



1/

3- 16.

is greater than $546.).

These are the assets owned by the entire Famly.

ASSETS DI SPOSED OF FOR LESS THAN FAI R MARKET VALUE

W TH N TWDO YEARS OF THE EFFECTI VE DATE OF THE
CERTI FI CATI ON OR RECERTI FI CATI ON, i ncludi ng assets put
into a nonrevocable trusts. (This paragraph does NOT
apply to families receiving only BMR assi stance.)

NOTE:

Thi s paragraph applies to famly assets and

busi ness assets.

a.

Applicants and tenants rmust decl are whether an
asset has been di sposed of for less than fair
mar ket val ue at each certification and
recertification.

Assets are considered to be disposed of for |ess
than fair market value if the cash value of the

di sposed asset exceeds the gross anmount the famly
recei ved by nore than $1, 000.

In such cases, owners nust include the whole

di fference between the cash value of the asset and
t he ampbunts received. |If the difference is |ess

t han $1, 000, ignore it.

NOTE: Use cash value if there are costs incurred
i n disposing of the asset. See paragraph 3-12 on
how t o deterni ne cash val ue.

Do consi der:

(1) Assets disposed of for less than fair market
val ue when they are placed into a
nonrevocabl e trust (assumi ng that no
consideration is received or the
consi deration which is received is |ess than
cash value) See also paragraph 3-14b for a
further discussion of nonrevocable trusts.
NOTE: Amounts received through settlenents
or judgnents that are placed into
nonrevocabl e trusts on behalf of a menber of
the fanmily are not considered as assets
di sposed of for less than fair market val ue.
EXAMPLE: M. and Ms. Taylor's daughter
Amanda, was injured in a car accident. She
received a settlenent of $300,000 to
conpensate her for injuries and future | oss
of incone. The attorney handling the case
set up a nonrevocable trust of $300, 000 for
the benefit of Amanda. This trust is not
under the control of any nenber of the tenant
famly. Count only the actual income
distributed fromthe trust to Ananda



(2) Business assets that are no |onger part of an
active business that are di sposed of for |ess
than fair market value. (Business assets are
excluded fromnet fanly assets only while
they are part of an active business.)

e. Do NOT consi der assets di sposed of for less than
fair market value as a result of:

(1) foreclosure
(2) bankruptcy, or

(3) a divorce or separation agreenent if the
applicant or tenant receives inportant
consi deration not neasurable in dollars.

EXAMPLES OF ASSETS DI SPOSED OF FOR LESS THAN
FAI R MARKET VALUE

EXAVPLE: On 7/5/95, M. and Ms. Cark deeded
their house to their daughter, who paid them
$5,000 for it. Conmpute the cash value of the
house as described in paragraph 3-12, Val uing
Assets. On any recertification or
certification effective on or before 7/4/97,
count as an asset the difference between the
cash val ue and the $5,000 the d arks received.

conti nued- -

EXAMPLES OF ASSETS DI SPOSED OF FOR LESS THAN
FAI R MARKET VALUE- - Conti nued

EXAMPLE: Ms. Roulliard sells her home and
recei ves $100, 000 after the costs of sale and
nort gage pay-off. She places the entire
amount into a nonrevocable trust, which her
children control and she does not receive any
consi deration. Count $100,000 as an asset for
two years, because it is an asset disposed of
for less than fair market val ue.

NOTES: 1) |If the trust distributes inconme to
Ms. Roulliard or to anyone in the tenant
famly, then the owner also will count the
actual incone distributed in determ ning the
famly's total annual incorme.

2) However, had Ms. Roulliard placed
the proceeds into a revocable trust, it would
have been counted as an asset as |long as the
trust exists (and the 2-year requiremnment for
counting assets disposed of for less than fair
mar ket val ue woul d not apply). See paragraph
3-14.



EXAMPLE: Ms. Pointdexter had $8,000 in the
bank. She decided to give half of it to her
daughter and to keep the other half. The fair
mar ket val ue of the disposed of asset is

$4, 000, which exceeds the ampunt she received
by nore than $1, 000 ($4,000 m nus $0 equal s
$4,000). Therefore, the owner is required to
count the $4,000 she gave to her daughter as
an asset for a period of two years. The other

EXAMPLES OF ASSETS DI SPOSED OF FOR LESS THAN
FAI R MARKET VALUE - CONTI NUED

EXAVPLE: M. Gant had a stanp collection

val ued at $999 which he gave to his son. Since
the fair narket value of the stanp collection
is less than $1,000, the difference between
the fair market value and the anount

received will be less than $1,000. Therefore,
this would not be considered an asset di sposed
of for less than fair nmarket val ue because its
value is less than $1, 000.

EXANMPLE: M's. Tenpl eton had rnutual funds
with a market value of 1,001, which she gave
to her daughter. Since the difference between
t he market val ue ($1,001) and the anpunt she
received ($0) is $1,000 or greater, the owner
nmust count $1,001 in mutual funds as an asset
for two years. (Assunme for this exanple that
there were no commissions that Ms. Tenpl eton
had to pay since she paid them when she
purchased the shares in the fund and that
there are no fees for closing the account.)

Regul atory Reference: 24 CFR Parts 813.102, 215.1 and 236.2
state:
In determining Net Fanily Assets, Omers shall include the
val ue of any business or fanmly assets di sposed of by an
applicant or tenant for less than fair market val ue
(including a disposition in trust, but not in a
forecl osure or bankruptcy sale) during the two years
precedi ng the date of application for the program or
[recertification], as applicable, in excess of the
consi deration received therefor. |In the case of a

Regul at ory Reference conti nued:

di sposition as part of a separation or divorce settlenent,
the disposition will not be considered to be for |ess than
fair market value if the applicant or tenant receives

i mportant consideration not neasurable in dollar terns.

3-17. | NCOVE OF TEMPORARI LY ABSENT FAM LY MEMBERS. Owners
nmust decide if the absent person still qualifies as a
Fami |y nenber. |f the individual does, he or she nust

be listed on the 59 Data Requirenments and all of



hi s/ her income nust be included, even if part of it is
not available to the Famly. [|f the individual does
not qualify as a Famly menber, he/she is not listed on
t he 50059 Data Requirenents and his/her income must not
be count ed.

NOTE: The owner nust count the income of the head and
any co-head or spouse if they are tenporarily absent.

EXAMPLES OF | NCOME OF TEMPORARI LY ABSENT FAM LY MEMBERS

EXAMPLE A Fam |y nenber accepts tenporary enpl oynent
in another |ocation and retains a portion of
the income to cover living expenses in the
new | ocation. The full amount of the income
must be included in annual incone.

EXAMPLE: A Fanmily nmenber is tenporarily confined to a
hospital or nursing honme. Al income
received by or for that person must be
i ncluded. (See paragraph 3-17 for
i ndi vidual s permanently confined.)

EXAMPLES OF | NCOVE OF TEMPORARI LY ABSENT FAM LY MEMBERS
conti nued- -

EXAMPLE: A son or daughter goes on active nmilitary
duty and retains the parents' honme as a | ega
residence. |If this person |eaves dependents
or a spouse in the unit, the mlitary pay
nmust be included in annual incone. (Except
pay to a fanm |y menber exposed to hostile
fire is excluded from Annual |ncone. See
Exhibit 3-5.) |If no dependents or spouse are
left in the unit, the son or daughter should
not be considered a Family nmenber and the
owner must not include that person's incone
i n annual income, nor may the owner include
any adjustments to Annual Incone for that
i ndi vi dual under Section 3 of this Chapter
(paragraphs 3-24 through 3-29).

3-18. | NCOVE OF PERSONS PERMANENTLY CONFI NED TO A HOSPI TAL OR
NURSI NG HOVE. These persons nmay NOT be naned
as fam |y head, spouse or co-head. The famly
may choose to

a. I ncl ude the absentee individual as a nenber of the
Fam |y and thus include incone attributable to
such individual as income and take advantage of
any allowances to Annual Incone for which the
i ndi vi dual would qualify; or

b. Excl ude the absentee individual as a nmenber of the
Fami |y and thus not include the incone
attributable to such individual and not take any
of the deductions for which the individual would



qual i fy.
Subsection C Expl anati ons of Certain Types of Income

3-19. LUMP SUM RECEI PTS. (These are one-tine receipts which
are counted as assets.)

a. Lunp sum receipts include inheritances, capita
gai ns, one-time lottery w nnings, victins
restitution; settlenments on insurance clains
(i ncluding health and acci dent insurance; worker's
conpensation; and personal or property |osses);
and any other anmpunts that are received in a one-
time (lunmp sum paynent.

b. Count as an asset any anmpunt that is deposited
into a checking or savings account or other asset
listed in paragraph A of Exhibit 3-4. The owner
will obtain this information at the regularly
schedul ed recertification. However, see paragraph
5-8, Tenant's Cbligation to Report Interim
Changes. It is possible that a lunp sumthat is
converted to assets nmay be | arge enough to require
the Fanmily to report an increase in incone before
the next regularly schedul ed annua
recertification. But this requirenent to report
an increase in incone before the next annua
recertification would not apply if the income from
the asset were not neasurable by the tenant (e.g.
U.S. Savings Bonds, gens, stanp collection).

EXAMPLES OF LUMP SUM ADDI TI ONS TO FAM LY ASSETS ( ONE- TI ME
PAYMENT) :

EXAMPLE: Ms. Wettig won $500 in the lottery and received
it in one paynent. Do not count the $500 as
i ncome. At Ms. Wettig's next annual
recertification, she will report all of her
assets.

EXAMPLE: Ms. LaRue won $25,000 in the lottery. She buys
a car with sonme of the noney, and puts the
remai ni ng anobunt of $14,000 in the bank. M.
LaRue receives her first bank statement and
notices that the income on this asset is $52 per
nonth. She woul d be required under paragraph 5-
8 to report this increase in incone because the
Fam |y has experienced a cumul ative increase in
i ncone of nmore than $40 per nonth. The owner
woul d performan interimrecertification and
count the greater of the actual or inputed
i ncome on this asset (since the net famly
assets are greater than $5, 000).

3-20. DELAYED PERI OD RECEI PTS ( DEFERRED PERI ODI C RECEI PTS)
Count del ayed periodic recei pts as Annual | ncone.
These are anpunts received in one anpbunt but were



supposed to be paid periodically (e.g., unenpl oynent
benefits). Such receipts are provided in one anpunt
because of circunstances such as processing del ays.

NOTE: Del ayed periodic paynents of suppl enenta
security benefits and social security benefits that are
received in a lunp sum are excluded from Annual | ncone.
See Exhibit 3-5, paragraph B.15.

Periodic is comonly

defi ned as:
recurring at

intermttent;

tinme to tine

a.

regul ar intervals;

occurring from

Typi cal |y, delayed periodic receipts follow periods of
reduced i ncome. Depending on individual circunstances,
the tenant may or may not request an interim
recertification for the period in which s/he is
experiencing reduced i ncome. The owner's actions on
treating the delayed periodic receipt will vary
dependi ng on whether or not the owner perfornmed an
interimrecertification when the tenant experienced a
reduction in income.

(1) |If the owner processed an interimrecertification
for the period in which the resident had reduced
i ncome, the owner nust process anot her
recertification when the resident reports the
del ayed periodic receipt. See the exanple at the
end of this paragraph. See also paragraph 5-12
for the effective date of interim adjustnents.

NOTE: The tenant is obligated by the |lease to
report certain changes in Famly inconme and
conposition that occur between regularly schedul ed
recertifications. (See paragraph 5-8).

(2) If the resident did not request an interim
recertification for the period in which the Famly
had reduced i nconme, the owner should not include
the del ayed periodic receipt in Annual I|nconme. See
the exanple at the end of this paragraph.

If the del ayed periodic receipt was intended for a

peri od(s) during which the individual was not living in
assi sted housing, do not treat the ampunt as incone.
Instead treat the anobunt as a one-tine (lunp sum
recei pt under paragraph 3-19.

FI GURE 3-4

DI STI NGUI SHI NG BETWEEN DELAYED PERI CDI C
RECEI PTS AND LUMP SUM RECEI PTS

Ask: Was the anpunt received



supposed to be paid in periodic
anmount s?

YES

Treat the

del ayed periodic
recei pt as

i ncome under

par agraph 3-20.

But if the

del ayed periodic
recei pt covers a
period during
whi ch the

i ndi vi dual was
not living in
assi sted

housi ng, treat
this receipt as
a one-tinme |lunp
sum not as

i ncone.

NO

The tenant will
report all assets
at the next

regul arly
schedul ed annual
recertification.
This will include
any anmount from
the | unp-sum
paynment that is
pl aced into an
account or other
asset listed in
Exhi bit 3-4. (But
see paragraph 5-
8.)

EXAMPLE OF HOW TO TREAT
DELAYED PERI ODI C RECEI PTS

NOTE: See paragraph 5-11 of Handbook 4350. 3, Owner
Responsibility for Processing InterimRecertifications.

Tenant | oses her job on 5/20/95. Unenploynment benefits are
del ayed. On 7/10/95, the tenant receives a del ayed periodic
recei pt of $600 for 5/21/95 through 7/7/95. Beginning 7/8/95,
the tenant receives $100 per week in unenpl oynent benefits.

EXAVPLE #1: THE OMER PROCESSES AN | NTERI M RECERTI FI CATI ON TO
REFLECT THE LOSS OF | NCOVE BEFORE RECEI PT OF THE UNEMPLOYMENT



BENEFI TS

After the tenant receives the del ayed periodic paynent in

July, the owner processes an interimrecertification to

refl ect the paynent of the unenpl oynent benefits. The interim
recertification is effective 9/1/95. See the conmputation of
Annual | ncome below. Note that the owner annualizes incone,

as required by paragraph 3-11, and rem nds the tenant that

s/ he must come in for an interimrecertification when s/he
gets a job.

$ 600 del ayed periodic receipt (count the
actual amount received)
+ 5,200 $100/ week unenpl oynment (Annualize the
unenpl oynent benefit)
$ 5,800 Annual Inconme from Unenpl oyment

EXAVMPLE #2: THE OMNER DOES NOT PROCESS AN | NTERI M
RECERTI FI CATI ON TO REFLECT THE LOSS OF | NCOVE BEFCORE RECEI PT
OF THE UNEMPLOYNMENT BENEFI TS

Exanpl e 2 continued- -

After the tenant receives the delayed periodic receipt in
July, the owner processes an interimrecertification. The
interimis retroactive to 6/1/95. Annual Inconme is detern ned
as follows: $5,200 (52 weeks times $100 per week.)

3-21. | NCOVE FROM A BUSI NESS. | ncl ude:
a. Salaries paid to adult fam |y nenbers;
b. Cash or assets withdrawn by any famly nenber -

except to the extent that the withdrawal is the
rei nbursement of cash or assets the famly
i nvested in the business; and

C. Net income fromthe business. Wen conmputing net
i ncone, owners:

(1) May deduct:

(a) business expenses;

(b) interest payments on loans (unless the
expenses or |oans are for business

expansi on or capital inprovenent); and

(c) depreciation computed on a straight-1ine

basi s.
NOTE: |If net incone froma business is negative,
it would be shown as zero incone. It would not be

used to of fset other incone of the Famly.

(2) May NOT deduct:



(1) principal paynents on | oans;

(2) expenses for business expansion; or

(3) outlays for capital inprovenents.
3-22. ALl MONY AND CHI LD SUPPORT.

a. For Ali nony Received by a Menber of the Family. Count
t he amount specified in a divorce settlenent or
separati on agreenent unless the applicant:

(1) Certifies the incone is not being provided; and

(2) Has made reasonable effort to collect the anpbunts
due, including filing with courts or
agenci es responsible for enforcing paynents.

NOTE: Child support paid by a private source to the
state child support enforcenent agency can be passed on
to the Fanily in different ways. These ampbunts nust be
counted as Annual Incone. In some states this will be
shown as part of the AFDC grant and in others it wll
be shown as a separate "pass-through" anmount.

EXAMPLES:
EXAMPLES:
St andard G ant $427/ nont h
Child Support 100/ mont h
TOTAL RECEI VED $527/ nont h
St andard G ant $427/ nmont h
$50 "pass- 50/ mont h
t hr ough"
TOTAL RECEI VED $477/ nont h

b. Alimony or child support paid by a nenber of the Famly
is counted as income, even if it is garnished from
wages.

EXAMPLE: M. Graevette pays $150 per
month in child support. It is garnished
fromhis monthly wages of $950. After the
child support is deducted fromhis salary,
he receives $800. The owner mnust count
$950 as M. Graevette's nmonthly income.

3-23. | NCOVE RECEI VED BY A RESI DENT OF AN | NTERVEDI ATE CARE
FACI LI TY FOR THE MENTALLY RETARDED OR FOR THE
DEVELOPMENTALLY DI SABLED (I CF/ MR/ DD). This not a HUD
term This title reflects the term nol ogy used by
state departnments of mental health, devel opnenta
di sabilities and substance abuse for facilities which
recei ve Medi caid funds on behal f of their residents.
VWhere Medicaid pays the ICF/ MR DD directly for services
and rent and pays the resident only a small persona



I nconme

NOTE:

al | owance (e.g., $50 per nonth), determ ne annua
i ncone as foll ows:

a. Add the ampunt being paid directly to the facility
on behal f of the tenant;

b. Add all incone the tenant receives from sources
other than SSI (e.g., wages, training workshops,
interest incone, etc,) that is not excluded from
i ncome by Exhibit 3-5.

C. Subtract the personal allowance the individua
receives;

NOTE: SSI is reduced when the individual earns above a
specified amount. |If SSI is reduced, then the
i ndi vi dual may request an interimrecertification

SECTI ON 3. Adj usted

This section does NOT apply to famlies receiving only

BM R assi st ance.

3- 24.

DEFI NI TI ON OF ADJUSTED | NCOVE. Adjusted incone is
annual income mnus the allowances |isted bel ow. These
al  owances are explained in nore detail in paragraphs
3-24 through 3-29.

a. All famlies are eligible for any of the follow ng
al  owances which are applicable to their
ci rcunst ances:

(1) $480 for each dependent as defined in
par agraph 3-25.

(2) Child care expenses as defined in paragraph
3- 26.

(3) Handi capped/Disability assistance expenses as
defined in paragraph 3-27.

b. If the head, co-head or spouse or sole nmenber is
age 62 or older or disabled or handi capped, two
addi ti onal all owances of:

(1) $400 per Famly
(2) Medical expenses. See paragraph 3-28.

NOTE: A fanmily may NOT designate a famly nenber
as head or co-head solely to becone eligible for
these additional benefits. The remaining nmenber
of a Famly listed in paragraph b who is not 62 or
ol der, handi capped or disabled is not eligible for
this all owance.



3- 25. ALLOMNCE FOR DEPENDENTS. Owners nust deduct $480 for
each dependent. A dependent is any Fanily nenber who:

a.

Is NOT a head, co-head, spouse, foster child,
foster adult, live-in attendant, unborn child, or

a child who has not yet joined the Family even if
| egal custody is currently being pursued.

l's:

(1) Younger than 18. (It includes children who
normally live in the unit but who have
been placed tenporarily in foster care
out si de the hone.)

NOTE: When nore than one fam |y shares joint
custody (e.g., 50/50 custody) of a child and
they both live in assisted housing, only one
famly can clai mthe dependent allowance for
that child. If there is a dispute about
which fam |y should claimthe dependant
al l owance for the child, the famly should
refer to avail abl e docunentation (e.g., court
order; IRS return show ng which househol d
clainmed the child for inconme tax purposes).
oR

(2) Handi capped or disabled, as defined in
Exhi bit 2-1 of Chapter 2 of Handbook 4350. 3.
oR

(3) Afull-time student. The student nust carry
a subject | oad considered full-tine by the
educational institution attended. The
institution my be a vocational schoo
offering a diploma or certificate or an
institution offering a high school diplom or
col | ege degree.

3- 26. ALLOMNCE FOR CHI LD CARE EXPENSES Applies ONLY to
reasonabl e anpbunts paid for care of children (including

f oster

a.

chi |l dren) UNDER AGE 13.

The foll owi ng amobunts nust NOT be deducted as
child care expense

(1) Child support paynments for children who do
not live in the unit;

(2) Expenses for the care of a family nenber with
handi caps or disabilities who is age 13 or
ol der. (Paragraph 3-27 explains howto treat
t hese expenses.)

Omers nust deduct child care costs if:



(1) Such care will enable a fanily nenber to:
attend vocational or acadeni c courses; work;
or seek new enpl oynment after losing a job

(2) No adult fam |y nenber capable of providing
child care is avail able during the hours the
care is needed. This deternmination is nade
by the famly

(3) The anpunt deducted is reasonable for the
hours and type of care provided.

(4) The anpunt is NOT paid to a fanmly menber
living in the househol d.

(5) The anpunt is not paid or reinbursed by an
agency or individual outside the househol d.

C. If the individual or organization providing the
child care also cares for other famly nenbers,
the owner nust prorate the total cost and allocate
a specific anpbunt for the care of children under
age 13. The proration nust be reasonable in terms
of the hours and type of care provided and the
nunber of people cared for

d. Limtation on Expenses. Any expense allowed to
enable a famly menber to work cannot exceed the
enpl oyment incone derived because the care is
available. (If both child care and
handi cap/ di sability assistance are needed to
enable a fanmily menber(s) to work, see paragraph
3-27f.) There is no such l[imtation on child care
expenses for seeking work or going to school

NOTE: For full-time students who pay for child
care while they work, the maxi numchild care
al  owance is $480.

EXAVPLE: | f soneone goes to work and goes to
school, then the owner will have to pro-rate the
child care expense for each activity because the
limtation in paragraph d nmay apply to the
portion of child care that permts the individua
to work.

Ms. Bowren works 40 hours per week and then goes
to school several evenings a week. She earns $8
per hour. Ms. Bowren pays Ms. Reilly $2.50 per
hour for babysitting her school -age children
after school. M. Reilly watches the children
from3:30 until 6:00 for 2 nights a week while
Ms. Bowren works and from 3:30 until 9:00 for 3
ni ghts when Ms. Bow en goes to school. The child
care expenses are pro-rated as foll ows:

Ms. Bowren pays Ms. Reilly $25.00 while she is at



work (2 1/2 hours x $2.50 x 5 days per week) and
$22.50 while she is at school (3 hours x $2.50 x

3 days),

t hat

a total of $47.50. The child care
is attributed to her work ($25) is limted

to Ms. Bowren's enploynent inconme that is derived
because of the child care, but the child care

t hat

($22. 50)

is attributed to her going to schoo
is not limted by her enploynent incomne.

Since the child care that permits Ms. Bowen to

wor k ($25)

t hat

is |l ess than her enpl oynent incone
is derived because of the child care ($100)

[$8.50 x 2 1/2 x 5]), the full anpunt of the
child care expenses may be included in the child
care allowance. The total child care all owance

for

3-27.

Ms. Bowren is $47.50.

ALLOMNCE FOR HANDI CAP/ DI SABI LI TY ASSI STANCE EXPENSES.
Thi s paragraph applies ONLY IF a fanily nenmber is
HANDI CAPPED or DI SABLED as defined in Exhibit 2-1 of
Chapter 2 of this handbook 4350. 3.

NOTE: The Departnment intends to revise the regul ations
to refer to the term"di sabled" instead of the term
"handi capped”. \Where it is essential for consistency
with existing HUD regul ations or laws, this chapter

will refer to "handi capped" but wherever possible it
will use the preferred term "disabled". Were some
regul ati ons have been updated and others have not, this
chapter will refer to both terns, in an attenpt to use
the preferred termas nuch as possible, where such term
is used in the governing statutes and regul ati ons.

a. The all owance is the LESSER of:

(1) The anount by which total expenses for
handi cap/ di sability assistance exceed 3
percent of annual inconme; OR

(2) The enploynent income adult menbers will earn
because t he handi cap/disability assistance
is available. (See paragraph 3-27f for
nore gui dance on how to inpose this
enpl oyment ceiling.)

b. Handi cap/ di sabil ity assistance expenses incl ude
attendant care and auxiliary apparatus expenses
for a famly menber with a handicap or disability
that are:

(1) Necessary to enable a fanmly menber
(i ncluding the nember with a handi cap or
disability) to be enployed;

(2) Anticipated to be paid by the famly in the
12 nonths following the effective date of the
certification/recertification



(3) NOT paid or reinbursed by an outside source
such as insurance, nedicare or grants by a
state agency or charitable organization; and

(4) NOT paid to a famly nmenber living in the
househol d.

NOTE: Family nenber does not include foster
child, foster adult, live-in attendant or children
of these persons.

Attendant care includes, but is not linmted to,
horme medi cal care, nursing services, housekeeping
and errand services, interpreter for persons who
are deaf or hard of hearing, and reader for
persons with visual disabilities.

Auxi |l iary apparatus includes, but is not linited
to, wheel chairs, reading devices for persons with
vi sual disabilities and equi pnent added to cars
and vans to permt their use by the fanmly nenber
with a disability. These are itenms that are paid
for by the applicant/tenant. This is not to be
confused with "auxiliary aids" which are provided
by owners, where necessary, under Section 504 of
the Rehabilitation Act of 1973. (See Chapter 2
for these requirenents).

NOTE: The term "auxiliary apparatus” is not
defined by regulation. Exhibit 2-2, paragraph c,
defines the term "auxiliary aids", which are
itens that owners are required to provide, where
necessary, to assure effective comunication wth
i ndividuals with disabilities under Section 504 of
the Rehabilitation Act of 1973. Although the term
"auxiliary aids" under Section 504 cannot be used
to define "auxiliary apparatus", because that

regul ation applies only to Section 504, it may be
useful information to HUD Field Ofice staff,
Contract Admi nistrators and owners. Note that the
enphasi s of paragraph ¢ of Exhibit 2-2 is on
conmuni cati on ai ds which owners are required to
provide. Therefore, when the referenced paragraph
says that hearing aids, TDD s and seei ng eye dogs
[assistive animals] are personal itens which
owners are not required to provide, they could
still be considered auxiliary apparatus for the
pur pose of Chapter 3's discussion of

handi cap/ di sabil ity assi stance expenses.

(1) Example: Include paynents on a specially-
equi pped van to the extent they exceed the
paynments that would be required on a car
purchased for transportation of a person who
does not have a disability.

(2) The cost of maintenance and upkeep of an
auxiliary apparatus is considered a handi cap



disability assistance expense (e.g., the
veterinarian costs and food costs of a
service animal; the cost of mmintaining the
equi prent that is added to a car but not the
cost of mmintaining the car).

(3) If the apparatus is NOT used exclusively by
the person with a disability, the owner nust
prorate the total cost and allow a specific
amount for handi cap/disability assistance.

e. I f the individual or organization providing
attendant care for the menber with a disability
al so provides other services for the fanmly, the
owner nmust prorate the total cost and allow a
speci fic amount for attendant care. The
al |l ocation nust be reasonable in terms of the
hours and type of care (e.g., specialized nedica
care costs nore than housekeepi ng services).

f. When i nposi ng the enpl oynent income ceiling
requi red by paragraph 3-27a(2), owners nust
consi der the follow ng:

(1) If the handicap/disability assistance enabl es
nore than one person to be enpl oyed, owners
nmust consi der the conbined i ncones of those
persons.

EXAMPLE: |If an auxiliary apparatus enables a
person with a disability to be enpl oyed and
frees anot her person to be enployed, the

al | owance cannot exceed the conbi ned i ncones
of those two people.

(2) If child care enables a person(s) to work and
handi cap/ di sability assistance is al so needed
to enabl e that person(s) to work, the portion
of enpl oynent incone used to justify child
care al l owances for enpl oynment purposes may
NOT be used to also justify
handi cap/ di sabil ity assistance al |l owances.

EXAMPLE: If the fanmily pays $100/week for
child care and $100/week for

handi cap/ di sability assistance and the care
and assi stance enable an adult to work for
$150/ week, the owner must not allow the ful
cost of both types of care. The tota

handi cap/ di sability assistance al |l owance and
child care all owance for enpl oynment purposes
may not exceed $150/ week.

3-28. ALLOWANCE FOR MEDI CAL EXPENSE. This allowance is
permtted ONLY for Fanmilies whose HEAD, CO HEAD,
SPQUSE, or SOLE MEMBER is 62 or OLDER, HANDI CAPPED



DI SABLED.

a. The maxi mum amount of this allowance varies by
whet her the fam |y has expenses for
handi cap/ di sabil ity assi stance.

(1) If the Family has no handi cap/disability
assi stance expenses, the allowance for
nmedi cal expenses is the ampbunt by which
total nedical expenses exceed 3 percent
of annual incone.

(2) If the Family has expenses for both
handi cap/ di sability assistance and
nmedi cal care, special calculations are
required to conpute this allowance.
These cal cul ations are explained in
par agraph 3-29.

b. "Total nedical expense" includes all nedica
expenses that are:

(1) anticipated to be paid by the Famly in the
12 months following the effective date of the
certification/recertification AND

(2) NOT paid by an outside source--e.g.
i nsurance, medicare or grants by a state
agency or charitabl e organization

C. Third parties are sonetinmes hesitant to estimate
future medical needs. To address this,
antici pated nedi cal expenses may be based on the
expenses the Fanmily paid in the 12 nonths
preceding the effective date of the
certification/recertification LESS any one-tine
expenses that are not expected to reoccur

EXAVPLE

M. and Ms. Crunpler had a total of $2,932 in
nmedi cal expenses last year. $932 of this
anount covered M. Crunpler's gall bl adder
surgery. The owner could use these past
expenses as a basis for determining the

Crunpl er's anticipated nedi cal expenses by
deducting the one-tine expenses related to the
gal | bl adder surgery (i.e., $2,983 mnus $932
equal s $2, 000).

In a continuation of this exanple, Ms. Crunpler
pai d $850 for unexpected nedical services in
the sixth nonth of the recertification period.
Because these costs were not considered in
determi ning their nedical expenses at their

| ast annual recertification, the Crunplers
shoul d report this additional nedical expense



when they incur it. Once they report this
expense, the owner will performan interim
recertification in accordance with Chapter 5.
conti nued- -

Exanpl e conti nued- -

The interimrecertification will consider these
expenses through the bal ance of the
recertification period. |If it is a one-tinme

expense, it would not be used at the next

annual recertification to estinmate their future
nmedi cal expenses, unless they are continuing to
make payments on it.

Regul atory definition of Medical Expenses (24
CFR Parts 215.1, 236.2 and 813.102):

Those nedi cal expenses, including nedica

i nsurance preniuns, that are anticipated during
the period for which Annual |ncome is comnputed,
and that are not covered by insurance.

d.

If the special apparatus or attendant care for a famly
menber with a disability enables the nmenber with a
disability or any other fam ly nenber to work, do NOT
count them as nedi cal expenses. Instead, count the
expense as a handi cap/di sability assistance

expense under paragraph 3-27.

Fi gure 3-5 provides guidance to assist HUD
of fices, Contract Adm nistrators and owners
i n determ ni ng which expenses shoul d be
consi dered as nedi cal expenses. There is
no specific regulatory or statutory

gui dance on what is considered nedica
expenses.

(1) In general, Figure 3-5 |ists expenses
associ ated with the diagnosis and treatnent of

di sease. It includes the services and
recommended treatnents of recognized health care
professionals. It also includes nedically needed

equi prent and assistive animals and the upkeep of
both. Exanpl es of equi prent i ncl ude:

hearing aids, wal kers, artificial |inbs,

eyegl asses.

(2) The follow ng woul d not be considered nedi ca
expenses:

(a) services or procedures that are not
nmedi cal | y necessary:

(b) services; aids; apparatus that cannot be
construed as nedi cal expenses (i.e., readers



or interpreters for persons with visua
disabilities or for persons who are hard or
heari ng or deaf; housekeepi ng services).

NOTE: These expenses may be
handi capped/ di sabi | ity assistance expenses in
par agr aph 3-27.

3-29. SPECI AL CALCULATI ONS FOR FAM LI ES HAVI NG BOTH MEDI CAL
AND HANDI CAP/ DI SABI LI TY ASSI STANCE EXPENSES. (These
are fam lies whose Head, Co-head or Spouse is either 62
years of age or ol der, handi capped or disabl ed.)

a. If a famly has both nedical expenses and
handi cap/ di sabil ity assi stance expenses, the
amount deducted is limted to the anmbunt by which
the total of the two expenses exceeds 3 percent of
annual i ncorme.

NOTE: Handi cap/disability assistance expenses
cannot exceed the incone generated by the
expenses.

b. The 3 percent of annual income nust first be
deduct ed from handi cap/di sability assistance
expenses and any remrai nder then deducted from
nedi cal expenses.

EXAMPLE #1: Family has $1000 in nedical
expenses and $500 i n expenses for handicap
assi stance. $4000 of annual incone is derived
because the handi cap care is available. Annua
i ncome is $20,000. 3 percent of annual incone

is $600.
Total Handicap/Disability $ 500
Assi st ance Expense:
- 600
M nus 3% of Annual |ncone: $(100)
Handi cap/ Di sability All owance $ 0
Total Medi cal Expense: $1000
M nus: Bal ance of 3% of annua
i ncone - 100
Al | owabl e Medi cal Expense 900

EXAVMPLE #2: Family has $2000 i n nedi cal
expenses and $3500 i n expenses for

handi cap/ di sability assistance. $2400 of
annual income is derived because the

handi cap/ di sability assistance is avail able.
Annual incone is $20,000. 3 percent of annua
i ncomre is $600.



Total Handi cap Assi stance Expense: $3500
M nus: 3% of annual incone - 600
2900

FI GURE - 3-5
EXAMPLES OF MEDI CAL EXPENSES

MEDI CAL EXPENSES

Servi ces of
recogni zed health care professionals

Services of health care facilities;
Laboratory fees, X-rays and
di agnostic tests, blood, oxygen

Medi cal insurance prem uns

Prescription and Non-prescription
nmedi ci nes

Transportation to/fromtreatnment

Medi cal care of permanently
institutionalized famly menber |IF
hi s/ her incone is included in Annual
I ncone

Dental treatnent
Eyegl asses, contact | enses

Hearing aid, wheelchair, walker,
artificial linbs
Attendant care or periodic

Attendant care or periodic nedica
care

Paynents on accunul at ed nedi cal
bills
MAY | NCLUDE 1/

Servi ces of physicians, nurses,
dentists, opticians, nental health
practitioners, chiropractors

Hospital s, health mmi ntenance
organi zations (HMJ s), out-patient
nmedi cal facilities, and clinics

Expenses paid to an HMO, nedi cai d
i nsurance paynents whi ch have not
been rei nbursed

aspirin; antihistam ne;



Actual cost (e.g., bus fare) or if
driving by car, a nileage rate based
on IRS rules or other accepted

st andard

Fees paid to the dentist; x-rays;
fillings, braces, extractions,
dent ur es

Purchase and upkeep

(e.g., additional utility costs to
tenant because of oxygen machi ne
[tenant paid utilities only])

Nur si ng services, assistive ani mal
and its upkeep

Schedul ed paynents

1/ or any other nmedically-necessary service, apparatus or nedi cation
as
docunented by third party verification.

FI GURE 3-6 CAN THE EXPENSES ATTRI BUTED TO AN | NDI VI DUAL
BE CONSI DERED | N DETERM NI NG ALLOWANCES?
NOTE: (Sone allowances apply only to certain households. See
par agraph 3-24.)

I NDI VI DUAL ALLOWANCE MEMBER OF
FAM LY
Depend Child Hand Med.
ent Care Asst . Exp.
Exp.
Head/ Co- Head YES YES
YES
Spouse YES YES
YES
O her Adul t YES YES
YES
Dependent - (One VYES/1 YES/ 2 YES YES
YES

of the follow ng
who is not the
Head, Co-head or
Spouse)
- Age 17 or younger
- Handi capped or

di sabl ed
- Full tine

st udent,



regardl ess of age
- child pending

adopti on and

[ives in unit

Foster Child YES/ 2
Foster Adul t

Unborn Child
/3

Chi I d Pendi ng

/3

Adoption but does
not live in unit

Li ve-in Attendant

1/ Persons under the age of 18 who are the Head, Co-head or Spouse are
not

eligible for the dependent all owance.

2/ The child care allowance applies only to children under the age of
13.

3/ Unborn Children and children who are in the process of being adopted
(who do

not live in the unit) are considered househol d nenbers for purposes of
determining unit size and incone limts but do not qualify the famly
for any

adjustments to income nor is their unearned incone counted in

det er mi ni ng

annual incone.

4350. 3 CHG 28

3.29. A EXCLUSI ON CF | NCOVE RECEI VED UNDER TRAI NI NG PROGRAMS | N
MULTI FAM LY HOUSI NG PROGRAMS

a. Background. The Departnent recognizes the need to
prepare tenants receiving rent subsidy in
multifam |y projects for |ong-termself-sufficiency,
i ndependence, and increased economnic
opportunity, to aid both welfare reform and
Nei ghbor hood Net wor ks.

In an effort to encourage and assi st tenants
toward | ong-termupward nobility, we provide
clarity on the application and interpretation of
the regulations at 24 CFR 813.106(c)(8) (i) which
al | ow excl usi on of incone received under training
progranms funded by HUD. It is anticipated that
the costs of these exclusions will be offset by
Il ong-term future savings to the Federa

CGover nment, because the exclusions will increase
t he nunber of economically self-sufficient
famlies residing in assisted housing.



b. Project Eligibility. Al insured and noninsured
proj ects assisted under Section 215 Rent
Suppl emrent Paynents, Section 236 Mrtgage
I nsurance and I nterest Reduction Paynment for
Rental Projects, including Section 236 Renta
Assi stance Paynents, and Section 8 of the United
St at es Housi ng Act of 1937.

C. Trai ni ng Programs Funded by HUD. The Ofice of
Mul tifam |y Housi ng does not have special funds
designated for job training prograns.

However, owners and/or nmanagenment agents nmay
request to use project funds and/or the rel ease of
funds fromthe Residual Receipts account to
underwrite all or a portion of the cost of
devel opi ng, maintaining, and managing a job
training programfor project residents if funds
are available. The Field Ofice will nmake the
determnation if the job training program may be
approved, and if project funds are sufficient to
fund the job training programand maintain the
physi cal and financial integrity of the project.
Job training prograns may either be on-site at the
project or off-site. For exanple, job training
progranms that have partnerships with | oca
col | eges, conmunity based organi zati ons, or |oca

5/ 97 3-56a
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busi ness, may have in-house job training prograns
designed for project residents.

Funds that an owner nay choose to use to
underwrite a job training program nay include
Section 8 funds, Community Devel opnent Bl ock Grant
funds, housing authority funds, nodernization
funds, etc. These funds may be used to cover the
costs of various conponents of a job training
program i.e., course materials, conputer

sof tware, conputer hardware, personnel costs,

etc.' Also, contractors and subcontractors, in
connection with work perforned under a Flexible
Subsidy contract, may elect to hire project
residents to performcertain skills required under
the contract. if the enpl oynent of the project
residents was pursuant to an apprenticeship
program this could constitute a training program
usi ng HUD funds, and income received by the
tenants in the apprenticeship programw |l qualify
as an excl usion fromincone.

Participation in a job training programis
voluntary on the part of the owner and tenant.
However, in the context of Neighborhood Networks
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(see HBK 4381.5 REV-2, CHG 2, Chapter 9) and
Wel fare Reform income exclusions for job training
are a good incentive for getting people to work.

Criteria For Determ ning Inconme Received From
Trai ning Prograns. Amounts received such as

sti pends, wages, transportati on paynents, and
child care vouchers received, pursuant to the
trai ning program are excluded from annual incone
for the purpose of calculating rent. Incone
received as conpensation for enploynent is
excluded only if the enploynent is a conponent of
a job training program Ampunts excluded under
this provision may include, but are not limted
to, conpensation received during:

o On the job training prograns.
o] Apprenticeship prograns.
o] Third-party enpl oynment

3-56b

The exclusion of income earned is allowed only
during the job training program or training
oriented enpl oynent, but not during enpl oynment
secured or maintained once all training has been
conpleted. Any additional conpensation received
during the training period that is unrelated to
the job training program (i.e., income received
prior to participating in the job training
program e.g., welfare benefits, social security
paynments, etc.) would not be excluded fromincone.

Acceptabl e trai ning-oriented enploynment for the
pur poses of excluding incone for cal culating rent
nmust be di stingui shed fromordi nary enpl oynent by
its characteristics of 1) the activities occur
under a training programthat has clearly defined
goal s and objectives; and 2) the training program
is for a pre-deternmined linmted tinme period, and
initially, not to exceed one year

It is acceptable that the program use both HUD
funds and non-HUD funds, but HUD fundi ng nust be a
material portion of the total funding designated
for the training program Owners/nmanagemnment
agents are encouraged to seek partnerships with

| ocal service providers and to nobilize support
and participation fromcorporate and conmunity
based organizations to provide key conmponents of
the training program
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Local HUD O fice Review. Requests to use HUD
funds to underwrite all or a portion of a job
trai ni ng program nust be subnmitted to and approved
by the Local HUD Field Ofice.

Field Ofices nust verify that a material portion
of the job training programis funded by HUD and
that the enployment activities are part of a
training program Omers and nmanagenment agents
shoul d be required to subnit regular reports
detailing the operation of the program funding
sources received fromother resources, the nunber
of tenants participating in the program etc.
Frequency and content of the reports will be
determ ned by the Field Ofice.

3-56¢

At the conclusion of the pre-determned tine
period for the job training program Field offices
Will reviewit to determine if it is neeting its
defined goals, and if it would be advantageous to
the tenants and to the Departnent to continue the
program However, the training programnmay only
be extended for no nore than one additional year
The total training programw ||l not exceed two
years.

at
be

ato
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SECTION 4. Verification Requirements and Procedures
3-30. REQUI REMENTS TO VERI FY | NFORVATI ON PROVI DED BY
APPLI CANTS AND TENANTS
a. Omners nust verify all income, expenses, assets,
househol d characteristics and circunstances th
affect eligibility or tenant rent. This nust
done before the owner transmits the tenant dat
HUD or the Contract Adm nistrator.
b. Witten verification directly fromthe source

be obt ai ned when possi bl e.

REGULATORY REFERENCES:

24 CFR 813.109, Definition of Income, |ncone

Limts,

Rent and Reexami nation of Famly incone

for the Section 8 Housing Assistance Paynents
Progranms and Rel ated Prograns.

24 CFR 215, Rent Suppl ement Payments,
particularly 215.55, Reexam nation of Family
I ncome and Conposition

must



24 CFR 236, Section 236 Mrtgage |nsurance and
I nterest Reduction Paynent for Rental Projects,
particularly Section 236.80, Reexam nation of

I ncome and Section 236. 760, Change in Tenant

I ncome Status.

24 CFR 200. 1001, Disclosure of Verification of
Soci al Security Numbers by Applicants and
Participants in Assisted Mrtgage and Loan

I nsurance Prograns

Conti nued on the next page--
REGULATORY REFERENCES - Conti nued

24 CFR 200. 1201, Procedures for Obtaini ng Wage
and C ai mInformation about Applicants and
Participants in HUD s Assisted Mortgage and Loan
I nsurance and Rel ated Progranms from State Wage
Information Col | ecti on Agenci es. Thi s part
covers the Rent Supplenent programas well as the
rental assistance prograns under the Sections
221(d)(3) and 236 programns

24 CFR 760, Procedures for Obtaining Wage and
CaimliInformation about Applicants and
Participants in HUD s Section 8 and Public
Housi ng Prograns from State Wage | nformation

Col l ection Agencies (This part covers the Section
8 prograns.)

24 CFR 16, Inplementation of the Privacy Act

3-31. ACCEPTABLE METHODS OF VERI FYI NG | NFORMATI ON ABOUT
TENANTS AND APPLI CANTS. Three nethods are pernitted:

a. Verification by a third party. Witten
verification is preferred

(1) Omners nust follow paragraph 3-34 in
obt ai ni ng the consent of the applicant or
tenant for the release of information about
themfroma third party to the owner.

(2) Omners nmust send verification forms
directly to the source, not through the
applicant.

(3) Wen witten verification is not possible,
t he next nobst acceptable formis direct
contact with the source, in person or by
t el ephone. The owner nust docunent the
conversation in the applicant's/tenant's file
including all information that woul d have
been included in a witten verification

b. Revi ew of Documents



3-32.

EFFECTI VE

a.

(1) Owners may use docunents submtted by the
applicant or tenant when:

(a) Infornmation does not require third-party
verification (such as birth certificates
or adoption papers verifying househol d
nmenber shi p); or

(b) Third-party verification is inpossible
or del ayed beyond four weeks of the
initial request.

(2) The owner nust place in the famly's file
ei ther copies of documents or a list of the
documents and the information on them

Applicant/Tenant Certification. Owmers may accept
an applicant's notarized statenent or signed
affidavit if:

(1) Such certifications are specifically
aut hori zed by this handbook. (See Appendi x
4.) oR

(2) Oher preferred forns of verification cannot
be obt ai ned.

Appendi x 4 provides a listing of acceptable
sources and net hods of verifications.

TERM OF VERI FI CATI ONS
For Annual Recertifications:

(1) Information Not Subject to Change. (Exanple
Verification that a person is age 62 or
older.) Owners need to verify this
i nformati on only ONCE

(2) Information Subject to Change. These
verifications are valid for 90 days fromthe
date the owner received them |If the
information is orally updated by the source
owners nay use these verifications for an
additional 30 days. Owners may not rely on
verifications that are nore than 120 days
old. If a famly has not been admtted or
recertified by then, the owner rnust obtain
new verifications. The tinme-franes in this
par agraph are not provided by regul ation

For Interim Recertifications: Omers nmust ask the
tenant to identify all incone, expenses or

ci rcunst ances that have changed since the |ast
interimor annual recertification. Omers need
verify only information that has changed.



3- 33.

consent

Appendi x

3- 35.

SUGGESTED VERI FI CATI ON PROCEDURES. Oaners shoul d:

3- 34.

a.

Mai ntain a checklist for each tenant which
docunents verification efforts and tracks
progress. See Appendix 7 for a sanple checkli st.

Devel op standard verification consents for al

i nformati on that rmust be verified. See paragraph
3-36, Requirenents for Consents for the Rel ease of
Informati on. See al so Appendi x 4, Acceptable
Fornms of Verification - Relevant Information to
Verify with a Third Party.

Make personal contacts with | arge enpl oyers and
public agencies from whom a | arge nunber of
tenants receive income. Explaining program
requi renents and giving advance notice may help
themto respond quickly.

REQUI REMENTS FOR TENANTS AND APPLI CANTS TO SI GN
VERI FI CATI ON CONSENTS. Applicants and Tenants must
sign the foll owi ng docunments that provide their

for the release of information about them

The form HUD 9887, Notice and Consent to the

Rel ease of Information, in Appendix 3. This form
all ows HUD and a Publ i ¢ Housi ng Agency to verify
information with IRS, the Soci al Security

Adm ni stration and the state agency that keeps
wage and unenpl oynment conpensation claim

i nformati on.

Form HUD 9887-A, Applicant's/Tenant's Consent to
the Rel ease of Information - Verification by
Private Omers of Information Supplied by

I ndi vi dual s Who Apply for Housi ng Assisstance in
Appendi x 3. This form explains the purposes and
uses of individual verification consents.

NOTE: The person(s) who is authorized to perform
verifications for the housing owner nust also sign
the form HUD 9887- A.

The individual verification consents prepared by the
owner in accordance with Section 4 of Chapter 3,
Verification Requirenents and Procedures, and

4, Acceptable Forns of Verifications.

| NFORVATI ON TO APPLI CANTS AND TENANTS ABOUT THE
CONSENTS THAT THEY SI GN

a.

Omers nust provide every famly with a copy of:

(1) The HUD Fact Sheet entitled, Verification of



I nformation Provided by Applicants and
Tenants of Assisted Housing. It is printed
as an attachnment to form HUD 9887 and 9887- A
i n Appendi x 3.

(2) The signed form HUD 9887, and
(3) The signed form HUD 9887- A

b. It is suggested that at the sane tinme the owner
provi des a copy of the fact sheet that the Oaner
al so provide applicants and tenants with a copy of
t he Resident Rights and Responsibilities brochure.
If the owner does not have copies to provide, s/he
may advi se tenants and applicants that they nay
obtain copies by calling the HUD Nationa
Multifam |y C earinghouse at 1-800-685-8470.
Owners may obtain bul k copies of this brochure by
calling this nunber.

C. Upon request by the famly, this paragraph
requires owners to provide the famly with a copy
of the relevant verification consents which the
adult famly menbers sign.

NOTE: |If the owner does not have access to a
phot ocopy machi ne, the tenant or applicant may
sign an additional form HUD 9887, form HUD 9887-A
and applicable verification consents.

d. In the event that an individual cannot read and/ or
sign a consent formdue to a disability, the
owner/ manager shall make a reasonable
acconmodati on in accordance with Section 504 of
the Rehabilitation Act of 1973 and its
i mpl enenting instructions at 24 CFR
Part 8. See also Chapter 2 of this handbook

Exanpl es of reasonabl e acconmpdati ons:

0

0

provision of forms in large print

readers for persons with visua
di sabilities

use of designated signatory (i.e.
anot her person authorized to sign on
the applicant's or tenant's behal f);
and

conpletion of a home visit if the

i ndividual's disability prevents
himher fromconmng to the office to
conmpl ete forns.

e. The owner nmust informthe individual, or a third
party which s/he designates, of the findings nmade
on the basis of information verified under the



i ndi vi dual verification consents. The owner must
give the individual the opportunity to contest
such findings in accordance wth Chapter 5 of the
Handbook 4350.3 and the | ease. See al so paragraph
3-38, Inconsistent Informati on obtained Through
Verifications. However, for information received
under the form HUD 9887, HUD or the PHA may inform
t he individual of these findings.

3- 36. REQUI REMENTS FCOR CONSENTS FOR THE RELEASE COF
I NFORVATI ON, | NCLUDI NG THE FORM HUD 9887, 9887- A AND
THE |1 NDI VI DUAL VERI FI CATI ON CONSENTS

a.

State Privacy Laws. Owners nust conply with State
privacy | aws concerning the information they
receive fromthird parties about applicants and
tenants. These |laws generally require
confidentiality and restrict the uses of this

i nformation.

Federal Laws. As required by Federal |aw, HUD
limts the information that an owner can receive
about an applicant or tenant to that information
which is necessary in determning eligibility or
| evel of assistance.

Requi red Content for Individual Verification
Consents. Appendix 4 contains the required

el ements for individual verification consents,

i ncludi ng custoner protections. This appendi x al so
lists exanples of information that is relevant and
necessary for determning an individual's
eligibility for assistance or |evel of benefits.
The foll owi ng appendi ces al so provide information
on individual consents:

(1) Appendix 3 provides copies of the
Appl i cant/ Tenant Fact Sheet and the fornms HUD
9887 and 9887- A

(2) Appendix 5 provides a sanple verification
consent which contains all of the consuner
protection provisions and required el enents
of Appendi x 4.

(3) Appendix 6 provides sanple verifications of a
person's disability or handicap required for
determining eligibility to a particular
project for persons with disabilities or
handi cap and deternmining eligibility for
certain all owances based upon disability or
handi cap

Duration of the consent. The individua
verification consents and the fornms HUD 9887 and
9887- A expire 15 nonths after they are signed.
This allows for them to be active during the 90



days preceding the certification period and to
remai n active throughout the entire 12-nonths of
the certification. There are differences between
the form HUD 9887 and the individual verification
consents on the periods during which they are
val i d:

(1) FormHUD 9887. This formis valid for the
entire 15 nmonth period.

(2) The form HUD 9887-A and the individua
verification consents can be used during the
90 days before the certification period. The
consents may al so be used during the
certification period, but only in cases where
t he owner receives information indicating
that the infornmation the tenant has provided
may be incorrect. Oher uses are prohibited.

Length of tine covered by the consent

(1) Form HUD 9887. The information covered by
the formHUD 9887 is restricted as foll ows:

(a) SWCA Infornation received from SW CAs
is linmted to wages and unenpl oynment
conpensation the applicant or tenant
recei ved during period(s) within the
| ast 5 years s/ he has received assisted
housi ng benefits.

(b) IRS and Social Security Adm nistration
Data from | RS and SSA cover only the
current return and W2 only.

NOTE: |If the IRS or SSA matches revea
that the tenant may have supplied

i nconsi stent information, HUD or the PHA
may request the tenant's consent to
acquire information up to 5 years old
during periods in which the tenant was
recei vi ng assi stance.

(2) Individual Verification Consents. The
i nfornmati on covered by these consents is
restricted as follows:

(a) Routine verifications are restricted to
information that is no older than 12
nont hs.

(b) However, if the owner receives
i nconsi stent informati on and has reason
to believe that the information the
applicant or tenant has supplied is
incorrect, then the owner can obtain
information up to 5 years old during



periods in which the individual was
recei ving assi stance, as provided by the
form HUD 9887- A

f. The use of photocopi es.

(1) Form HUD 9887. HUD and the PHA nust
certify that an original signature is on
file before they can initiate matching
with the SWCA, I RS and Social Security.
The use of photocopies is unnecessary.

(2) Individual Verification Consents.
Ceneral ly, the owner can acconplish
verifications by using consents
containing original signatures. If it
is the owner's experience that a
particular third party fails to respond
to the first request and a second notice
is usually required, the owner nay ask
the applicant or tenant to sign a second
consent to be kept in the file in case
it is needed. The signed form HUD 9887-
A states that in the absence of an
original signature, the owner can use a
phot ocopy of the consent.

g. Confidentiality of Applicant/Tenant
Informati on. Any enpl oyee of the owner who
fails to keep tenant i nformation
confidential is subject to the enforcenent
provi sions of any State or Federal privacy
act and subject to enforcement actions by
HUD. Al so, any applicant or participant
af fected by negligent disclosure or inproper
use of information may bring civil action for
damages, and seek other relief, as may be
appropriate, against the enployee. Penalties
for using consents are described on the forns
HUD 9887 and 9887- A.

3-37. OMNER ACTI ONS WHEN AN APPLI CANT OR TENANT FAILS TO SI GN
THE FORM HUD 9887, THE FORM 9887- A OR THE RELEVANT
I NDI VI DUAL VERFI CATI ON CONSENTS.

a.

If an adult nmenber of the family, due to
extenuating circunmstances, is unable to sign the
requi red consents on tine, the owner may docunent
the file as to the reason for the delay and the
specific plans to obtain the proper signature as
soon as possi bl e.

An individual's failure to sign any consent nay
result in the denial of assistance or termnation
of assisted housing benefits. |If an applicant is
deni ed assi stance for this reason, the owner nust
follow the notification procedures in Chapter 2.



3- 38.

3-39.

If a tenant is denied assistance for this reason
the owner nust follow the procedures set out in
the | ease which require that the tenant pay the
hi gher, HUD approved market rent for the unit for
failure to provide recertification information.
(See al so Chapter 5.)

| NCONSI STENT | NFORMATI ON OBTAI NED THROUGH
VERI FI CATIONS. An owner cannot take any action to
term nate, deny, suspend or reduce any assistance an
applicant or tenant receives based on information
obt ai ned through a consent until the owner has

i ndependently verified information relating to:

a. The amount of the wages, other earnings or incong,
or unenpl oyment conpensation provided to Fam |y
nenbers;

b. Whet her each applicable fam |y menber actually

recei ved (or had) access to such inconme, wages,
earni ngs or other benefits for his/her own use;
and

C. The period or periods when, or with respect to
whi ch, the individual fanmly nenbers actually
recei ved such wages, earnings or benefits.

NOTE:  ANY ACTI ONS TO DENY, SUSPEND OR REDUCE

ASSI STANCE MUST BE MADE | N COVPLI ANCE W TH CHAPTER
2 (APPLI CANTS) OR CHAPTER 5 OF HANDBOCOK 4350. 3 AND
THE LEASE ( TENANTS)

| NFORMVATI ON RELATI NG TO VERI FI CATI ONS TO BE KEPT ON
FI LE

a. Owners nust keep the follow ng docunents in the
tenant file at the project site:

(1) the original, signed form HUD 9887,
(2) the original, signed formHUD 9887-A; and

(3) a copy of the signed individual verification
consents.

(4) third party verifications

b. Omers nust maintain docunentation of all verification
efforts for at | east three years after the effective
date of the certification or recertification

C. Owners nust keep applicant and tenant information in a
| ocation that assures that it is kept confidential
See paragraph 36g and the forms HUD 9887 and 9887-A
for consequences of negligent disclosure or inproper
use of applicant and tenant information
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DEFI NI TI ONS OF TERMS USED I N
CHAPTER 3 AND
THE 59 DATA REQUI REMENTS

This Exhibit summarizes the definitions of several regulatory
terns that generally apply to the follow ng prograns: Section 8,
Rent Suppl enent, RAP, Sections 236 and 221(d)(3)BM R  For
additional definitions and for full descriptions of the
definitions listed below, see the relevant regulation at either
24 CFR Parts 215, 221, 236, or 813. Chapter 3 also describes
certain terms that deal with Annual I|ncone and Adjusted |Incone
(e.g., what is included in annual income; what is excluded from
annual income; allowances). Exhibit 2-1 of this handbook defines
terns relating to eligibility for assistance.

NOTE: See Exhibit 3-2 for definitions used with the Section 162
and Capital Advance Prograns (PAC and PRAC).

1. Assisted Rent. Any rent |less than the market rent defined
in paragraph 7. Includes Section 236 rents that are greater
than the Basic Rent. See the definition of assisted tenant
i n paragraph 5-2.

2. Assisted Tenant. This termis defined in paragraph 5-2. It
is repeated here: A tenant who pays | ess than the market
rent. Includes tenants:

- - receiving Rent Supplenment, RAP or Section 8 assistance
- - payi ng the BM R contract rent
-- payi ng the Section 236 basic rent

- - payi ng above basic rent, but |less than market rent, in
a Section 236 project (which generates "excess
i ncone") .

3. Assi stance Paynent. The anmount HUD pays the owner for a
unit occupied by a Section 8, RAP or Rent Suppl enment tenant.
It includes HUD s share of the contract rent and any utility
rei nbursement due the tenant. It is the gross rent for the
unit mnus the Total Tenant Paynent (TTP)

4, Contract Rent. The rent HUD or the Contract Adm nistrator
has approved for this unit type. The rent nmay be paid by
the tenant, HUD or both. The Contract Rent is the Section 8
Contract Rent, the Section 236 Basic Rent, The Section



10.

11.

12.

221(d)(3) BMR Unit Rent or the Rent Supplenent Unit Rent,
as applicable. Qbtain this amunt fromthe project's Renta
Schedul e (For m HUD- 92458) or HAP Contract.

Dependent. A nenber of the Family househol d (excl uding
foster children) other than the Famly head or spouse, who
is under 18 years of age or is a Disabled Person or

Handi capped Person, or is a Full-time student.

Foster Adult. A foster adult is usually an adult with a
disability who is unrelated to the tenant famly and who is
unable to live al one.

Full-tinme Student. A person who is carrying a subject |oad
that is considered full-tinme for day students under the
standards and practices of the educational institution
attended. An educational institution includes a vocationa
school with a diploma or certificate program as well as an
institution offering a coll ege degree.

Gross Rent. The total of the Contract Rent plus the Uility
Al'l owance. |If there is no utility allowance, Contract Rent

equals Goss Rent. It is the total monthly cost of housing

an eligible famly

Income Limts. HUD establishes Very |owincone and Low
income limts that are used to determine if assisted housing
applicants qualify for adm ssion to HUD assi sted prograns.
these inconme limts are based on HUD estimates for area

medi an family incone with certain statutorily perm ssible
adj ust ment s.

Live-in Aide-- is a person who resides with an Elderly,
Di sabl ed, or Handi capped person(s) and who--

(a) 1Is deternined to be essential to the care and well -
bei ng of the Person(s);
(b) Is not obligated for the support of the Person(s); and

(c) Whuld not be living in the unit except to provide the
necessary supportive services.

NOTE: See all the discussion of live-in aid in Chapter 2.

Lowincone Famly. A Fanmily whose Annual |nconme does not
exceed 80 percent of the nmedian income for the area, as
determ ned by HUD, with adjustnents for snaller and | arger
fam |ies.

Mar ket Rent. The rent HUD aut horizes the owner to coll ect
fromfamlies ineligible for assistance. For Section 236
units, the market rent is shown on the project's HUD
approved rent schedule. For Rent Supplenment, Section 202
and Section 8 units, the nmarket rent is the sane as the
contract rent. For BMR units, market rent varies by

whet her the project is a rental or cooperative.



13.

14.

15.

16.

17.

a) BM R Rentals. Market rent equals 110 percent of the
BM R Contract Rent.

b) BM R Cooperatives. Mrket rent equals the contract
rent plus any surcharge established by the cooperative
and approved by HUD. |If the cooperative did not
recei ve HUD approval of a plan for surcharging its
over-incone nenbers, market rent equals 110% of the
Contract Rent.

Pre-1984 Definition of Mnor (For use only when a tenant's
rent increases are still limted under |aw using the specia
wor ksheet cal cul ati ons of the 59 Data Requirenents. Use the
definition of mnor provided in this paragraph when
conpleting ItemB-9 of Wrksheets Db F and G This
definition is excerpted from paragraph 2-6 of Handbook
4350. 3 dated 11/81:

"The term "M nor" includes persons under 18
years of age (age 17 and younger) other than
t he head of househol d or spouse and persons
aged 18 and over who are full-time students.
Nei t her the head of househol d nor spouse may
ever be counted as a minor. Foster children
are counted as fam ly nenbers for

est abl i shing appropriate unit size but not
counted as nminors for the purpose of

determ ning the Tenant's income or rent.”

Project. In electronically transmtting certification data,
"project" includes buildings |ocated on adjacent sites and
nmanaged by one project, even if the buildings have separate
nort gages and/ or project nunbers. See the 59 Data

Requi renents in Appendi x 11 on how to process unit
transfers.

Tenant Rent. The anpunt payable nonthly by the Family as
rent to the Owmer (including a PHA).

a. Where all utilities (except tel ephone) and ot her
essential housing services are supplied by the Onmner,
Tenant Rent equal s Total Tenant Paynent.

b. Where sone or all utilities (except tel ephone) and
ot her essential housing services are not supplied by
the Omer and the cost of these utilities and services
are not included in the anpbunt paid as rent to the
Owner, Tenant Rent equals Total Tenant Payment |ess the
Uility Al owance.

Total Tenant Paynent (TTP). The total anpunt the HUD rent
formula requires the tenant to pay toward the gross rent.
Total Tenant Paynent is conmputed in accordance with the
formula in Exhibit 3-3.

Uility Allowance. HUD s or the contract administrator's
estimate of the average monthly utility bills (except



t el ephone) for an energy-conscious household. This estinate
considers only utilities paid directly by the tenant. |If

all utilities are included in the rent, there is not utility
al l owance. Utility allowances vary by unit type and are
listed on the project's rent schedule or HAP contract.

18. Uilities Attributable to the Unit. (Applies only to RAP
units.) HUD s estimate of the average nonthly utilities
(except tel ephone) that will be consumed by an energy
consci ous househol d and paid by the project. This concept
is used only in the RAP fornula that was in effect prior to
May 1, 1983.

19. Uility Reinmbursement. The amount, if any, by which the
Uility Al owance exceeds the Famly's Total Tenant Paynent.

20. Very-low Incone Fanmily is a Lowincome Fam |y whose Annua
I ncome does not exceed 50 percent of the median i ncone for
the area, as determined by HUD, with adjustnents for smaller
and larger famlies.

21. Wel fare Assistance. Wl fare or other paynents to famlies
or individuals, based on need, that are made under prograns
funded, separately or jointly, by Federal, state or |oca
gover nnent .

22. Wel fare Rent. This concept is used for Section 8 and RAP
tenants who receive welfare assistance on an "AS- PAI D'
basis. (See the discussion of "as-paid" at the end of
Exhi bit 3-3, Tenant Rent Fornulas.) Wlfare rent is used
al so for PAC and PRAC tenants under Exhibit 3-2.

1) If the agency does NOT apply a ratable reduction, this
is the maxi mum a public assi stance agency COULD give a
famly for shelter and utilities--NOT the amount the
famly is receiving at the time the certification or
recertification is being processed.

2) If the agency applies a ratable reduction, welfare rent
is a percentage of the naxi numthe agency could all ow
(See exanple at the end of Exhibit 3-3.)
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EXH BIT 3-2
DEFI NI TI ONS OF TERMS USED I N
CHAPTER 3 AND
THE 59 DATA REQUI REMENTS

Chapter 3 also describes certain terns that deal with Annua

I ncome and Adjusted Incone (e.g., what is included in annua

i ncome; what is excluded from annual incone; allowances). Exhibit
2-1 of this handbook defines ternms relating to eligibility for



assi st ance.

NOTE: See Exhibit 3-1 for ternms used in other progranms covered
by Handbook 4350. 3.

SECTI ON 162 AND CAPI TAL ADVANCE PROGRAMS (PAC AND PRAQ)

(Section 202 Projects for Nonelderly
Handi capped Families and Individuals
Section 162 Assistance - PAC)

Addi ti onal References:

24 CFR 885. 700

Handbook 4571.1. Rev-2, 4571.2
t hrough 4571.5

1. Contract Rent. The total amount of rent specified in the
PAC as payable by HUD and the famly to the Borrower for an
assisted unit or residential space.

2. PAC (Project Assistance Contract). The contract entered
into by the Borrower and HUD setting forth the rights and
duties of the parties with respect to the project and the
payments under the PAC.

3. Project. In electronically transmtting certification data,
"project" includes buildings |ocated on adjacent sites and
managed by one project, even if the buildings have separate
nort gages and/or project nunbers. See the 59 Data
Requi renents in Appendi x 11 on how to process unit
transfers.

4, Proj ect Assistance Payment. The paynent nade by HUD to the
Borrower for assisted units as provided in the PAC. The
paynment is the difference between the contract rent and the
tenant rent. An additional paynment is made to a famly
occupyi ng an assisted unit in an independent |iving conplex
when the utility allowance is greater than the total tenant
paynment. A project assistance paynent, known as a "vacancy
paynment", nay be made to the Borrower when an assisted unit
(or residential space in a group honme) is vacant, in
accordance with the terns of the PAC

5. Tenant Rent. The anmount payable nonthly by the Famly as
rent to the Omer (including a PHA).

a. Where all utilities (except tel ephone) and ot her
essential housing services are supplied by the Omer,
Tenant Rent equals Total Tenant Paynent.

b. Where sone or all utilities (except tel ephone) and
ot her essential housing services are not supplied by
the Omer and the cost of these utilities and services
are not included in the amount paid as rent to the
Owner, Tenant Rent equals Total Tenant Paynment |ess the
Uility Allowance. NOTE: This is the sane definition
of "Tenant Rent" as in Exhibit 3-1



Total Tenant Paynent. The total amunt the HUD rent fornula
requires the tenant to pay toward the gross rent. Tota
Tenant Payment is conmputed in accordance with the formula in
Exhibit 3-3. NOTE: This is the same definition of "Tota
Tenant Paynent" found in Exhibit 3-1

Uility Al owance. HUD s or the contract administrator's
estimate of the average nmonthly utility bills (except

t el ephone) for an energy-conscious household. This estimate
considers only utilities paid directly by the tenant. |If

all utilities are included in the rent, there is not utility
al l owance. Utility allowances vary by unit type and are
listed on the project's rent schedule or HAP contract. NOTE:
This is the sane definition of "Utility Al lowance" found in
Exhi bit 3-1.

Uility Reinmbursement. The amount, if any, by which the
Uility Al owance exceeds the Famly's Total Tenant Payment.
NOTE: This is the same definition of "Utility

Rei nbursement" found in Exhibit 3-1

(Supportive Housing for the Elderly
and Supportive Housing for
Persons with Disabilities)

PRAC

Addi ti onal References:

24 CFR 889. 105 and 890. 105
Notice H 93-67 dated 9-30-94
Handbook 4571.1. Rev-2, 4571.2
t hrough 4571.5

1

Section 8 Very Low Income Linmts. This linmt is 50% of
nmedi an i ncone.

PRAC Operating Rent. The total of the Contract Rent plus
the Uility Allowance. |If there is no utility allowance,
Contract Rent equals Gross Rent. It is the total nonthly
cost of housing an eligible famly.

PRAC (project rental assistance contract). The contract
entered into by the Omer and HUD setting forth the rights
and duties of the parties with respect to the project and
t he paynents under the PRAC

Project. For purposes of TRACS subm ssions, "project”

i ncl udes buildings |ocated on adj acent sites and managed by
one project, even if the buildings have separate nortgages
and/ or project nunbers. See the 59 Data Requirenents in
Appendi x 11 on how to process unit transfers.

Proj ect Rental Assistance Payment. The paynent made by HUD
to the Omer for assisted units as provided in the PRAC. The
paynent is the difference between the total tenant payment
and the HUD approved per unit operating expenses except for



10.

11.

expenses related to itens not eligible under design and cost
provi sions. An additional paynent is made to a househol d
occupyi ng an assisted unit when the utility allowance is
greater than the total tenant paynent. A project renta

assi stance paynent, known as a "vacancy paynent", may be
made to the Onwer when an assisted unit is vacant, in
accordance with the terns of the PRAC

Tenant Paynment to Owmner. This equals total tenant paynent
less utility allowance, if any.

Total Tenant Payment/Resident Rent Paynent (rent and
utilities). Each famly or individual who receives PRAC
subsi dy must make a total tenant paynment of 30% of adjusted
i ncone, 10 percent of gross incone or Welfare Rent,

whi chever is greater for housing costs, i.e., rent and
utilities. |In some cases, a resident's nonthly rent paynent
may exceed the PRAC operating rent. As with HAP contracts:

a) The nonthly amount a resident pays the owner/nanager
shoul d be the Total Tenant Paynent |ess any HUD
approved utility allowance the tenant pays, and

b) The resident may receive a utility reinbursement from
the owner/ manager if the resident's Total Tenant
Paynment is |ess than the HUD-approved utility
al | owance.

Payment of Uility Reinmbursenent. A project renta

assi stance paynent will be nade to a househol d occupyi ng an
assisted unit when the household is responsible for paying
the cost of all utilities (except tel ephone) and such costs
exceed t he househol d's tenant paynent. The Oaner may nake
the payment jointly to the household and the utility
conpany, or, if the household and utility conpany consent,
directly to the utility conpany.

Total Tenant Paynent. The tenant paynent made by the
household to the Oaner to cover its housing costs, including
the cost of all utilities (except tel ephone).

Uility Allowance (Part 890 - Supportive Housing for Persons
with Disabilities). This is an anmobunt equal to the estinate
made or approved by HUD of the nonthly costs of a reasonable
consunption of utilities (except tel ephone) for the unit by
an energy-conservative househol d of nodest circumnstances,
consistent with the requirenents of a safe, sanitary and
heal thful living environment. A utility allowance is used
in cases where the cost of utilities (except tel ephone) is
the responsibility of the household and not included in the
t enant payment.

Uility Allowance (Part 889 - Supportive Housing for the
Elderly). Use the definition of "utility allowance" in
Exhibit 3-1. It is determ ned as provided under the
definition of "utility allowance" in 24 CFR Part 813.102.



12. Wel fare Assistance. Wl fare or other paynents to famlies
or individuals, based on need, that are made under prograns
funded, separately or jointly, by Federal, state or |oca
gover nnent .

13. Wel fare Rent. This concept is used for Section PAC and PRAC
tenants who receive wel fare assi stance on an "AS-PAI D'
basis. (See the discussion of "as-paid" at the end of
Exhibit 3-3.) Welfare rent is also used also for Section 8
and RAP tenants.

1) If the agency does NOT apply a ratable reduction, this
is the maxi mum a public assi stance agency COULD give a
famly for shelter and utilities--NOT the anpbunt the
famly is receiving at the time the certification or
recertification is being processed.

2) If the agency applies a ratable reduction, welfare rent
is a percentage of the maxi mumthe agency could all ow
(See exanmple in at the end of Exhibit 3-3.)
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EXH BIT 3-3
TENANT RENT FORMULAS ESTABLI SHED BY THE HOUSI NG

AND COVMUNI TY DEVELOPMENT ACT OF 1981
(These are the fornulas referenced in Chapter 3
and used in the 59 Data Requirenents
i n Appendi x 11)

SECTI ON 8, RAP, PAC, AND PRAC

Total Tenant Paynent (TTP) is the

GREATER of :
30% of Adj usted | ncone
or
10% of Gross | ncone
or

Wel fare Rent (Applies only to
wel fare recipients in as-paid
states or counties.) See the
end of this Exhibit for a

di scussi on of as-paid.

NOTE: An owner may admit an
applicant to the Section 8, RAP and
PAC prograns only if the TTP is |ess
than the gross rent. This note does
not apply to the PRAC program In
some i nstances under the PRAC
programa tenant's TTP will exceed



t he PRAC operating rent (gross
rent).
RENT SUPPLEMENT

TTP i s the GREATER of:

30% of Adj usted | ncone
or
30% of Gross Rent

NOTE: For nove-ins and | N TIAL
CERTI FI CATI ONS, the amount of Rent
Suppl emrent assi stance may be no | ess
than 10 percent of the gross rent.

If the initial ambunt of Rent

Suppl ement assi stance woul d be | ess
than 10 percent of the gross rent,
the tenant is NOT eligible for Rent
Suppl ement Assi st ance.

SECTI ON 236
Wthout Utility Al owance
Tenant Rent is:
0 t he GREATER OF:
- 30% of Adjusted I|ncone
or

- Basic Rent

0 But not nore than Market Rent
Wth Uility Al owance

Tenant Rent is:
0 t he GREATER of:

- 30% of Adjusted Inconme |ess

the Uility Al | owance
or

- Basic Rent
or

- 25% of Adjusted | ncone
0 But NO MORE than Market Rent
BM R
At initial certification, the tenant pays the BMR contract rent (i.e.,

t he
rent shown on the project Rent Schedul e).



At recertfication, tenant rent varies according to how the tenant's
annual

i ncome conpares to the BMR inconme linmt. |If the tenant's annua

i ncome is:

- | ess than or equal to 110% of the BMR inconme linmt, the

t enant
pays the BM R contract rent.
- greater than 110% of the BMR incone linit, the tenant
pays the
GREATER of the BMR market rent or the rent they are now
payi ng.
PUBLI C ASSI STANCE | NCOVE | N AS- PAI D ELFARE PROGRANMS. Use this

paragraph to deternmine the Wl fare Rent and the Annual |ncone for
Section 8, RAP, PAC AND PRAC Tenants who live in "As-Paid" states
or counties. See Exhibit 3-3, Tenant Rent Fornul as where
"welfare rent" is aline itemon the worksheet for these prograns
in determining the Total Tenant Paynent.

| MPORTANT: Omners MJUST check with the HUD Field O fice
before cal cul ating i ncones from "as-pai d' progranms, because
wel fare progranms may operate differently in some states or

counti es.
a. A wel fare programis considered "as-paid" if the welfare
agency:
1. Desi gnates a specific ambunt for shelter and
utilities; and
2. Adj usts that ampunt based upon what the fanmly is
currently paying for those itens.
b. The anpunt of Welfare Assistance incone to be included as

Annual | ncone nust include the SUM of:

3. The amount the wel fare agency verifies the famly
will receive for needs other than shelter and
utilities AND

4, The maxi mrum t he wel fare assi stance agency coul d
allow the famly for shelter and utilities. This
amount nay be all or only sone percentage of the
amount shown on assi stance schedul es published by
the wel fare agency.

NOTE: This may be different than the anmount the

famly is receiving at the tine the

certification/recertification is being processed.

a) I f the agency pays the full anount, include
t he amobunt the agency's schedul e shows for
that size famly

R



b) If the agency pays only a part of the
publ i shed anmpounts, include the published
amount nultiplied by the percentage the
agency pays (e.g., 80% of the published
amount). Wen the agency pays only a
percentage of the published schedul es,
paynents are said to be "ratably reduced.

EXAVPLE

The agency's published schedul e shows a naxi nrum of $180 for
shelter and utilities for this size famly. The welfare agency
has verified that the famly will receive $220 for other

general needs. For the purpose of this exanple, this is the
only income of the famly

If the agency does not apply a ratable reduction, $400 will be
i ncluded in annual incone and "welfare rent" will be $180. |If
t he agency applies a ratable reduction, annual incone and

wel fare rent would be conputed as shown bel ow.

Maxi mum Anpunt that Can be
Provi ded for Housing

$ 180 nmxi num al | owed

for housing
X .80 ratable reduction
$ 144 Maxi mum Anount t hat
Can be Provided

for Housing

Application of the Section 8
Tenant Rent Formul a in Exhibit
3-3:

Total Tenant Payment is the
greater of:

$109 30% of Adjusted | ncone
(.30 x $364)

$ 36 10% of Gross | ncone
(.10 x $364)

$144 Wl fare Rent

The TTP for this tenant is $144.
Mont hly | ncome

$ 220 basic needs

+ 144 wel fare rent
364 nonthly incone

4350. 3 CHG 27
EXH BIT 3-4
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EXH BIT 3-4
EXH BIT 3-4
ASSETS
USEFUL REFERENCES

SUBJECT PARAGRAPH
Counting | ncome from Assets

in Determ ning Annual | ncome 3-9
Val ui ng Assets 3-12
Assets Owned Jointly 3-13
| mputed I ncome from Assets 3-15
Speci al Rul es When Assets are Disposed of 3-16
Lunp Sum Recei pts (one-tine receipts) 3-19

NOTE:

There is no asset limtation for participation in HUD

assi sted housi ng prograns. However, the definition of annua
i ncome includes net income fromfam |y assets

A

1

Net Family Assets Include:

Cash held in savings and checki ng accounts, safe deposit
boxes, homes, etc. For savings accounts, use the current
bal ance. For checking accounts, use the average bal ance for
the last six nonths. Assets held in Foreign countries are
consi dered assets.

Revocabl e Trusts. |Include the cash val ue of any revocabl e
trust available to the household. See discussion of trusts
i n paragraph 3-14.

Equity in Rental Property or Other Capital I|nvestnents.
Include the current fair market value less: (a) any unpaid
bal ance on any | oans secured by the property; and (b)
reasonabl e costs that would be incurred in selling the asset
(e.g., penalties, broker fees, etc.)

NOTE: If the person's nain business is real estate, then
count any incone as business income under paragraph 3-21
Do not count it as an asset and as busi ness incomne.

St ocks, Bonds, Treasury Bills, Certificates of Deposit,
Money Mar ket Accounts.

I ndi vi dual Retirement and Keogh Accounts. These are

i ncl uded because the hol der has access to the funds, even
t hough a penalty may be assessed. |If the individual is
wi t hdrawi ng fromthe account, determine the anpbunt of the
asset by using the average bal ance for the previous 6
nonths. (Do not count withdrawals as incone.)



EXAVPLE

Pham has a Keogh

account val ued at $30,000. Wen
she turns 70 years ol d, she begins
wi t hdrawi ng $2, 000 per year.
Continue to count this account as
usi ng the gui dance in

par agraph 3-12, Val uing Assets. Do
not count the $2,000 she withdraws

an asset

as incone.
6. Retirement and Pension Funds.

a. VWhil e the person is enployed. |Include only amunts the
famly can withdraw without retiring or term nating
enpl oynent. Count the whole anpunt |ess any penalties
or transaction costs. Follow paragraph 3-12 on
determ ning the val ue of assets.

b. At retirenent; termnation of enploynent or withdrawal.
Peri odi c

recei pts frompension and retirenent funds are counted as
i ncone.

Lunp sumreceipts frompension and retirenent funds are

count ed

as assets. Count the anpbunt as an asset or as inconme as

provi ded

bel ow.

1) If benefits will be received in a |lunmp sum
i nclude the lunp sumreceipt in Net Family Assets.

2) If benefits will be received through periodic
payments, include the benefits in annual incone.
Do not count any renmi ning anpbunts in the account
as an asset.

3) If the individual initially receives a |lunp sum

benefit followed by periodic paynents, count the
lunmp sum benefit as an asset as provided in the
exanpl e bel ow and treat the periodic paynment as
i ncome. | n subsequent years, count only the
peri odi ¢ paynment as inconme. Do not count the
remai ni ng anobunt as an asset.

NOTE: Thi s paragraph and the exanpl e bel ow assune
that the lunp sumreceipt is a one-tine receipt
and that it does not represent del ayed periodic
paynments. However, in situations in which a |lunp
sum paynment does represent del ayed periodic
paynments, then the ampunt woul d be considered as

i ncone and not an asset.

EXAMPLE: Upon retirenent, Ms. Reilly
receives a lunmp sum anpount of $15, 000,
plus she will receive an annuity of $350
per month. Count the $15,000 amount she



recei ved as an asset and count the $350 as

i ncone.

Count only that portion of the

$15, 000 receipt that is placed into an

asset

7.

10.

listed this Exhibit.

Cash Value of Life Insurance Policies Available to the

I ndi vi dual Before Death (e.g., the surrender value of a
whole life policy or a universal life policy.) It would not
i nclude a value for terminsurance, which has no cash val ue
to the individual before death.

Personal Property Held as an Investnment. |nclude gens,
jewelry, coin collections, or antique cars held as an

i nvestrment. An applicant's wedding ring and ot her persona
jewelry are NOT considered assets.

Lunp sumreceipts or one-tine receipts. (See explanation in
par agraph 3-19.) These include inheritances, capital gains,
one-time lottery winnings, victims restitution; settlenments
on insurance claims (including health and acci dent

i nsurance; worker's conmpensation; and personal or property

| osses); and any other anpbunts that are not intended as

peri odi c payments.

A Mortgage or Deed of Trust Held by an Applicant.

a. Paynments on this type of asset are often received as
one conbi ned paynment of principle and interest with the
i nterest portion counted as income fromthe asset.

b. Thi s conbined figure needs to be separated into
specific principle and interest portions of the
paynment. (This can be done by referring to an
anortization schedule that relates to the specific term
and interest rate of the nortgage.)

C. To count the actual income for this asset, use the
interest portion paid on the anortization schedule for
the 12 nmonth period following the certification

d. To count the inputed inconme for this asset, detern ne
the asset value at the end of the 12 nonth period
following the certification. Since this anpunt wll
continually be reduced by the principle portion paid
during the previous year, the owner will have to
determ ne this amount at each annual recertification
See the foll owi ng exanpl e:

EXAMPLE Comput ation of Inputed | ncorme:

An el derly tenant sells her honme and

hol ds the nortgage for the buyer. The
cash val ue of the nortgage is $60, 000.

The conbi ned paynment of principle and

i nterest expected to be received for

the upcom ng year is $5,000. The
anortization schedul e breaks that
paynent
$3,000 in interest. In conpleting the

into $2,000 in principle and



asset incone cal cul ation, the cash

val ue of the asset is $60,000 and the
proj ected annual inconme fromthat asset
is $3,000. Each subsequent year, the
cash val ue of the asset shoul d be
reduced by the principle portion paid
of the anortization schedule. In this
exanple, it would be reduced to $58, 000
after the first year. The owner would
mul tiply this anmpbunt by the passbook
savings rate provided by the HUD Field
O fice under paragraph 3-15.

Regul at ory References. (These references are current as of
the date of publication. Readers should refer to the |atest
edition of the Code of Federal Regul ations.) 24 CFR Parts
812. 102, 215.1 and 236.2 define Net Fam |y Assets as:

Net cash val ue after deducting reasonable costs that woul d be
incurred in disposing of real property, savings, stocks,
bonds, and other forns of capital investnent, excluding
interests in Indian trust Iand and the equity in a housing
cooperative unit in which the famly resides. The val ue of
necessary itens of personal property such as furniture and
aut omobi | es shall be excl uded.

(I'n cases where a trust fund has been established and the
trust is not revocable by or under the control of any menber
of the famly, the value of the trust fund will not be

consi dered an asset so long as the fund continues to be held
in trust. Any incone distributed fromthe trust fund shoul d
be counted when determn ning Annual |ncone.)

In determining Net Fanily Assets, owners shall include the

val ue of any business or fanily assets disposed of by an
applicant or tenant for |ess than fair market val ue (including
a disposition in trust, but not in a foreclosure or bankruptcy
sale) during the two years preceding the date of application
for the programor recertification, as applicable, in excess
of the consideration received therefor. 1In the case of a

di sposition as part of a separation or divorce settlenent, the
di sposition will not be considered to be for less than fair
mar ket value if the applicant or tenant receives imnmportant
consi derati on not measurable in dollar terms.

B. Net Family Assets DO NOT i ncl ude:

| MPORTANT: The owner does not conpute inconme fromany assets in
t hi s paragraph.

1. Necessary personal property (clothing, furniture, cars,
weddi ng ring, vehicles specially equipped for persons with
disabilities)

2. Interests in Indian trust |and

3. Termlife insurance policies (i.e., where there is no cash



val ue)
4. Equity in the cooperative unit in which the famly lives

5. Assets that are part of an active business. "Business" does
NOT include rental of properties that are held as investnent
and not a main occupation.

EXAWPLE: M. and Ms. Hines own a copier and
courier service. None of the equipnent that they
use in their business is counted as an asset
(e.qg., the copiers, the FAX machi nes, the

bi cycl es).

EXAMPLE: Ms. Washington rents out the hone that
she and her husband lived in for 42 years. This
home is not an active business asset. Therefore,
it is considered an asset and the owner nust
determ ne the annual incone that Ms. Washi ngton
receives fromit.

6. Assets that are NOT effectively owned by the applicant. That
is, when assets are held in an individual's nane but:

a. the assets and any incone they earn accrue to the
benefit of soneone else who is not a nenber of the
househol d; and

b. that other person is responsible for income taxes
i ncurred on income generated by the assets.
NOTE: Nonrevocable trusts (i.e., irrevocable trusts) are

not covered by this paragraph. See paragraph 3-14.

EXAMPLE: Assets held pursuant to a power of
attorney because one party is not conmpetent to
nmanage the assets or assets held in a joint
account solely to facilitate access to assets
in the event of an energency.

EXAVMPLE: M. Cunbow and his daughter, M.

Bor nscheuer, have a bank account with both
names on the account. Ms. Bornscheuer's nane
is on that account for the conveni ence of her
father in case an energency arises that woul d
result in Ms. Bornscheuer handling paynents
for her father. M. Bornscheuer has not
contributed to this asset, does not receive
interest incone fromit, nor does she pay
taxes on the interest earned. Therefore, M.
Bor nscheuer does not own this account. [|f Ns.
Bor nscheuer applies for assisted housing, the
owner should not count this account as her
asset. This asset belongs to M. Conbow and
woul d be counted entirely as the father's
asset should he apply for assisted housing.

7. Assets that are not accessible to the applicant and provide



no i ncone to the applicant. Nonrevcoable trusts are not
covered under this paragraph. See paragraph 3-14.

EXAMPLE: A battered spouse owns a house with her
husband. Because of the donestic situation, she
receives no incone fromthe asset and cannot convert
t he asset to cash.

4350. 3 CHG 27

EXHBIT 3-5
4350. 3 CHG 27
EXHBIT 3-5
EXH BIT 3-5
ANNUAL | NCOVE
USEFUL REFERENCES

SUBJECT REFERENCE
Wiose Incone is Counted 3-10. a.

Figure 3-1
Whose | ncone is not Counted 3-10. b.

Figure 3-1
What | ncone i s Counted Exhi bit 3-5, paragraph A
What I ncone is not Counted Exhi bit 3-5, paragraph B

Regul at ory Reference: See 24 CFR 813.106(a),
236.3(a) and 215.21(a) for the definition of
annual incone:

Annual incone is the anticipated total incone
fromall sources received by the fam |y head
and spouse (even if tenporarily absent) and
by each additional nenber of the famly,
including all net inconme derived from assets
for the 12-nmonth period follow ng the
effective date of certification of incomne,
excl usive of certain types of incone.

A ANNUAL | NCOVE | NCLUDES:

1. I nterest, dividends and other income fromnet fanmly assets
(including incone distributed froma nonrevocabl e trust).
Par agraph 3-14 explains howto treat income distributed from
a nonrevocabl e trust.
2. a. The gross anpunt (before any payroll deductions) of
wages and sal ari es, overtime pay, comr ssions, fees,
ti ps, bonuses, and other conpensation for persona
services of all adults in the household (including
persons under the age of 18 who are the head, spouse or
co-head). |Includes salaries of adults received froma



fam | y-owned busi ness.

b. Net income, salaries and other ampunts distributed from
a business. (See Paragraph 3-21 for gui dance on how to
cal cul ate these anobunts.)

The gross anpunt (before deductions for nedicare, etc.) of
periodi c social security paynents. Include paynents

recei ved by adults on behalf of individuals under the age of
18 or by individuals under the age of 18 for their own
support. (But see Exhibit 3-5, paragraph B.17, Anpunts that
are received on behal f of someone who does not reside with
the famly.)

NOTE: |If the Social Security Administration is reducing a
fam ly's benefits to adjust for a prior overpaynment, count
the amount that is actually provided after the adjustnent.
See exanple in paragraph 3-11

The full anmount of annuities, insurance policies, retirenent
funds, pensions, disability or death benefits and other
simlar types of periodic receipts, (e.g., Black Lung Sick
Benefits, Veterans Disability, Dependent |Indemity
Conpensation (wi dow of Killed in Action serviceman).

Count the total anmount of such amounts received. Do not
reduce the anpbunt by any amounts the individual previously
paid into the account in order to receive the pension
annuity or insurance policy. See also the discussion in
Exhi bit 3-4, paragraph A 6b, Retirenment and Pension Funds at

retirement; termnation of enployment or withdrawal. It
supports this paragraph by stating that periodic amunts are
treated as income. It also covers lunp sumreceipts from

pensi ons and annuities, which are treated as assets.

Del ayed Peri odi ¢ paynents received because of delays in
processi ng unenpl oynment, wel fare or other benefits. These
are paynents that woul d have been paid periodically, but
were paid in lunp sum because of circunstances such as
processi ng del ays. (See paragraph 3-20.) Also, see Exhibit
3-5, paragraph B. 15, for the exclusion of deferred period
paynments of suppl enental security inconme and social security
benefits that are received in a |unp sum paynent.)

Paynents in |ieu of earnings, such as unenpl oyment and

di sability conpensation, workers' conpensation and severance
pay. Any paynents that will begin during the next 12 nonths
nmust be incl uded.

Wel f are assi stance

a. If the payment includes an anpunt specifically
designated for shelter and utilities and the welfare
agency adjusts that anmount based upon what the famly
is currently paying for shelter and utilities, specia
calculations are required for certain tenants. (See
Exhi bit 3-3.)



b. If the welfare agency is reducing a famly's benefits
to adjust for a prior overpayment, count the anpunt
that is actually provided after the adjustment. See
exanpl e i n paragraph 3-11

8. Al'inony and child support received by the househol d, unless
excl usion of these anpbunts is justified by paragraph 3-22.

9. Alinmony or child support paid by a nenber of the household
is counted as inconme, even if it is garnished from wages.

EXAMPLE: M. Graevette pays $150 per
month in child support. It is garnished
fromhis nonthly wages of $950. After the
child support is deducted fromhis salary,
he receives $800. The owner nust count
$950 as M. G aevette's nonthly incone.

10. Recurring nonetary contributions or gifts regularly received
frompersons not living in the unit. Except, exclude from
Annual | ncone recurring nonetary contributions that are paid
directly to a child care provider by persons not living in
the unit. See explanation for this exclusion in paragraph
B.17 of this Exhibit 3-5. Also, exclude gifts of groceries
in paragraph B.1 of this exhibit.

11. Rel ocati on paynments nade pursuant to Title Il of the

Uni form Rel ocati on Assi stance and Real Property
Acqui sition Policies Act of 1970.

12. Actual income distributed fromtrust funds that are not
revocabl e by or under the control of any menmber of the
tenant fanmly. See discussion in paragraph 3-14.

NOTE: Even if family assets exceed $5,000, use actua
i ncone distributed fromthe irrevocable trust.

B. VWHAT | S EXCLUDED FROM ANNUAL | NCOVE

1. Meal s on wheels or other prograns that provide food for the
needy; groceries provided by persons not living in the
househol d; and amounts received under the School Lunch Act
and the Child Nutrition Act of 1966 (including reduced
I unches and food under Special Supplenmental Food Program for
Wren, Infants and Children (WCQ).

2. Amounts paid by a State agency to a family with a
devel opnental |y di sabled famly nenber living at hone to
of fset the cost of services and equi pmrent needed to keep the
devel opnental |y disabled fam |y nmenber at hone.

3. Grants or other anounts received specifically for

a. Medi cal expenses (including nedicare prem unms paid by
an outside source).

b. Set aside for use under a Plan to Attain Self



EXAMPLE
$2, 000.
money.

Sufficiency (PASS) and excluded for purposes of
Suppl emental Security Incone (SSI) eligibility.

NOTE: A PASS permits a person with disabilities who is
recei ving Suppl emental Social Seacurity (SSlI), and who
is also receiving other incone, to set aside a portion
of the other inconme in order to achieve a work-rel ated
goal

C. Qut of pocket expenses for participation in publicly
assi sted prograns. Such anmpounts nust be nade solely to
allow participation in these prograns. These expenses
i ncl ude speci al equi prent, clothing, transportation
child care, etc.

The full anmount of student financial assistance either paid
directly to the student or to the educational institution
(Thi s includes schol arships, grants, fellowships and any

ot her kind of student financial assistance.) It does not
matter what the assistance is actually used for

Background history: This paragraph reflects changes to 24
CFR 215.21, 236.2, and to 813.106 to exclude from Annua

I ncone all anpunts of student financial assistance. Prior
to this handbook change, Notice H 93-92 excluded from i ncone
all anmpbunts of student financial assistance received under
Title IV of the Hi gher Education Act of 1965. Prior to
Notice H 93-92, only certain anmounts received under Title IV
wer e excluded fromincone.

Earni ngs in excess of $480 for each full-tine student 18
years old or ol der (excluding the head of household, co-
head, and spouse).

Adoption assi stance paynents in excess of $480 per adopted
chi I d.

Loans (e.g., personal loan); NOTE: But see paragraph 3-21
on busi ness | oans which are not excl uded.

M. Jones obtained a | oan for
It does not natter how he used this

It is not counted as income because

M. Jones will have to repay it.

8.

10.

11.

Tenporary, nonrecurring or sporadic incone (e.g., gifts;
census taker income fromthe Federal Bureau of the Census).

Amounts received by the famly in the formof refunds or
rebates under state or local |aw for property taxes paid on
the dwelling unit.

The special pay to a Fam |y menber serving in the Arned
Forces who is exposed to hostile fire (e.g., in the past,
speci al pay included Operations Desert Stornj.

Amount s recei ved under training prograns funded by HUD



12.

13.

14.

15.

16.

17.

(Conpr ehensi ve | nprovenent Assistance Prograny Training
recei ved under Section 3).

Conpensation from State or |ocal enployment training
progranms and training of a fam |y nmenber as resident
managenent staff. Anpunts excluded by this provision
nmust be recei ved under enpl oynment training prograns
with clearly defined goals and objectives, and are
excluded only for a limted period as determned in
advance under the program by the state or |oca

gover nnent .

A resident service stipend. A resident service stipend is a
nodest anount (not to exceed $200 per nonth) received by a
resident for performng a service for the owner, on a part-
time basis, that enhances the quality of life in the

devel opnent. Such services may include, but are not linited
to, fire patrol, hall nonitoring, |awn maintenance, and
resident initiatives coordination. No resident may receive
nore than one such stipend during the same period of tine.

Reparation paynments paid by a foreign governnent pursuant to
clains filed under the I aws of that governnment by persons
who were persecuted during the Nazi era. Exanples include
paynments by the German and Japanese governnents for
atrocities commtted during the Nazi era. Any individua
receiving payments under this paragraph, who has been
required to repay housing assistance as a result of

recei ving such paynents, shall not be required to make
further repaynments on or after April 23, 1993.

NOTE: Until April 23, 1993, the Departnent included
reparation paynents in the determ nati on of Annual | ncone.
On April 25, 1995, the Ofice of Housing published a notice
in the Federal Register (at FR 20356) stating its desire to
refund residents for the higher rents they paid (including
any repaynents they nade) because of the previous policy to
count reparation paynents in Annual Income. See Appendix 16
for an explanation of the Departnment's intentions. A copy
of the notice appears at the end of this exhibit.

Def erred periodic paynents of supplenental security incone
and social security benefits that are received in a lunp sum
paynent .

NOTE: This exclusion becane effective for the Section 8
progranms on Cctober 28, 1992. For all other prograns, this
excl usi on becane effective on May 5, 1995.

Paynments received for the care of foster children or foster
adults. (Foster adults are usually adults with
disabilities, who are unrelated to the tenant fanmly, and
who are unable to live alone). This termis defined in 24
CFR 215.21(c)(2); 236.3(c)(2); and 813.106(c)(2). (See FR
17393 dated April 5, 1995.)

Amounts that are received on behalf of sonmeone who does not
reside with the fanmily, as long as the anounts:



EXAVPLES

a. are not intermingled with the famly's funds; and

b. are used solely to benefit the person who does not
reside with the famly

NOTE: For such anmounts to be excluded, the individual nust
provide the owner with an affidavit stating that the amounts
are received on behal f of soneone who does not reside with
the fanmily and the anmpunts neet the conditions in paragraphs
a and b above. See paragraph 3-17, Inconme of Tenporarily
Absent Menbers.

Sar ah receives housing assistance. Her 12-year-
old sister, Ellen, lives with her nother in other
housing in the same city. Sarah has been
designated as the Representative Payee for
Ellen's SSI paynments. The Social Security

Admi ni stration designated Sarah as a
Representative Payee for Ellen because her nother
is a heroine addict. Sarah nakes sure that
Ellen's SSI payments are used exclusively for

El | en.

Mariah receives royalty income which is reported
on a FormIRS 1099. Mariah distributes this
i ncome to the designated heirs in accordance wth

her aunt'

s will and retains only the anpbunt to

which she is entitled. Only count the royalty
i ncome that is designated specifically for

Mari ah.

Mariah will have to show t he owner that

she distributes this incone to the other heirs.

18.

19.

Recurring nonetary contributions that are paid directly to a
child care provider by persons not living in the unit. This
exclusion is based on a handbook interpretation of

rei mbursed child care expenses under the definition of

Adj usted I ncone and its bearing on Annual Incone. (See 24
CFR Parts 813.1, 215.1, and 236.1.) In relevant part, the
regul ati ons define child care expenses to include "anpunts
to be paid by the famly for [child care] . . . to the
extent [they are] not reinmbursed.” This handbook interprets
the regulations to nmean that child care expenses that are
rei nbursed are not included as annual income.

I ncone excluded by Federal statute:

a. The value of the allotnent provided to an eligible
househol d under the Food Stanp Act of 1977.

b. Paynments recei ved under Donestic Vol unteer Service Act
of 1973 (enpl oynment through VI STA, Retired Senior
Vol unteer Program Foster G andparents Program
yout hf ul of fender incarceration alternatives, senior
conpani ons.)



C.

The foll ow ng incone:

1) Interests of individual Indians in trust or
restricted |lands, and the first $2,000 per year of
i ncome received by individual Indians that is
derived fromtrust or restricted lands. (25
U S.C. 1408)

2) Paynments received under the Al aska Native C ains
Settlement Act (43 U . S.C. 1626(c)) received froma
Nati ve Corporation, including:

a) cash (including cash dividends on stock
received froma Native Corporation) to the
extent that it does not, in the aggregate,
exceed $2,000 per individual per annum

b) a partnership interest;

c) land or an interest in |land (including |and
or an interest in land received froma Native

Corporation as a dividend or distribution on
stock); and

d) an interest in a settlenment trust.

NOTE: For paragraphs ¢ and d, some triba
corporations receive paynments on individuals'
behal f and i nvest these ampbunts. The proceeds
fromthese investnents are then paid to the

i ndi viduals. Such ambunts al so woul d be excl uded
fromincone.

3) Paynments fromcertain submarginal U S. |and held
in trust for certain Indian tribes.

4) Paynments from di sposal of funds of Grand River
Bank of Otawa I ndians.

5) The first $2,000 of per capita shares received
from judgments awarded by the I ndian C ains
Conmi ssion or the Court of Claims or from funds
the Secretary of Interior holds in trust for an
I ndian tribe.

Paynments, rebates or credits received under Federa
Low i ncome Hone Energy Assi stance Prograns. |ncludes
any winter differentials given to elderly (e.g.,
Depart ment of Health and Human Service's Low i ncone
Home Energy Assi stance Progran).

Paynments received under prograns funded in whole or in
part under the Job Training Partnership Act (enploynent
and training programs for native americans and mni grant
and seasonal farmwrkers, Job Corps, veterans



enpl oyment prograns, State job training prograns,
career intern prograns, Aneri Corps.)

f. Payments received under Title V of the O der Americans
Act (Green Thunb, Senior Aides, O der Anerican
Conmuni ty Service Enmpl oynent Program.

g. Payments received after January 1, 1989 fromthe Agent
Orange Settlement Fund or any other fund established
pursuant to the settlement in the In Re Agent Orange
product liability litigation. MD.L. No. 386 (E.D.N.YVY.)

h. Payments received under the Miine Indian d ains
settlenent Act of 1980. (Pub. L. 96-420, 9z Stat.
1785)

i Any earned income tax credit to the extent it exceeds
income tax liability. (26 U S.C. 32(j))

j. The Val ue of any child care provided or arranged (or
any anmount received as paynment for such care or
rei mbursement for costs incurred for such care) under
the Child Care and Devel opnent Bl ock Grant Act of 1990
(CCDBGA) (42 U.S.C. 9858q). Participating famlies may
ei ther pay a reduced anpbunt based on a sliding fee
scale or they nay receive a certificate for child care
servi ces.

NOTE: This excl usion does not apply to amounts
received by a child care provider for services paid
t hrough t he CCDBGA.

EXAMPLE: The followi ng is excluded from
Annual | ncone. Ms. Nguhen receives a
certificate for child care services under
CCDBGA.

EXAMPLE: The following is included in
Annual | ncone. Ms. Anderson, an
assisted tenant in a Section 8 project, is
paid through the CCDBGA for child care
servi ces she provides to Ms. Nguhen. The
i ncome she receives for providing this
child care is included in annual incone.




Appendix E

Sample Forms

Tenant Income Certification Questionnaire
Tenant Income Certification Form

Under $5000 Asset Verification Form
Employment Verification Form

Student Verification Form

Zero Income Certification Form



TENANT INCOME CERTIFICATION QUESTIONNAIRE

NAME: TELEPHONE NUMBER:
Initial Certification <) BIN #
Re-certification
Other Unit #

INCOME INFORMATION

YES No MONTHLY GROSS INCOME

1/we am self employed. (List nature of self employment) (use net income from business)
$
I/we have ajob and receive wages, salary, overtime pay, commissions, fees, tips, bonuses, and/or
other compensation: List the businesses and/or companies that pay you:
Name of Employer
1) $
2) $
3) $
1/we receive cash contributions of giftsincluding rent or utility payments, on an ongoing basis
from persons not living with me. $
1/we receive unemployment benefits.
$
I/wereceive Veteran's Administration, Gl Bill, or National Guard/Military benefits/income.
$
I/we receive periodic social security payments.
$
The household receives unearned income from family members age 17 or under (example:
Social Security, Trust Fund disbursements, etc.). $
I/we receive Supplemental Security Income (SSI).
$
I/we receive disability or death benefits other than Social Security.
$
1/we receive Public Assistance Income (examples: TANF, AFDC)
$
1/we am entitled to receive child support payments. $
I/we am currently receiving child support payments. $
If yes, from how many persons do you receive support?
I/we am/are currently making efforts to collect child support owed to me.  List efforts being
made to collect child support:
1/we receive alimony/spousal maintenance payments
$
I/we receive periodic payments from trusts, annuities, inheritance, retirement funds or pensions,
insurance policies, or lottery winnings.
If yes, list sources:
1) $
2) $
I/we receive income from real or personal property. (use net earned income)
$




ASSET INFORMATION

YES NO

INTEREST RATE

CASH VALUE

|/we have a checking account(s).
If yes, list bank(s)
1
2)

%
%

I/we have a savings account(s)
If yes, list bank(s)

1

2)

%
%

I/we have arevocable trust(s)
If yes, list bank(s)
1)

%

I/we own real estate.
If yes, provide description:

1/we own stocks, bonds, or Treasury Bills
If yes, list sources/bank names
1
2)
3)

%
%
%

I/we have Certificates of Deposit (CD) or Money Market Account(s).
If yes, list sources/bank names

1)

2)

3)

%
%
%

I/we have an IRA/Lump Sum Penion/Keohg Account/401K.
If yes, list bank(s)

1

2)

%
%

I/we have awhole life insurance policy.

If yes, how many policies

|/we have cash on hand.

1/we have disposed of assets (i.e. gave away money/assets) for less
than the fair market value in the past 2 years.

If yes, list items and date disposed:
1
2)

I/we have income from assets or sources other than those listed above.
If yes, list type below:

1

2)

%
%

STUDENT STATUS
YES NO

Does the household consist of personswho are all full-time students (1¥ grade and higher.
Examples: Elementary, High School, College/University, trade school, etc.)?

Does your household anticipate becoming a full-time student household in the next 12

months?

If you answered yes to either of the previous two questions are you:

. Receiving assistance under Title IV of the Social Security Act (AFDC/TANF)




. Enrolled in ajob training program receiving assistance through the Job
Training Participation Act (JTPA) or other similar program

. Married and filing ajoint tax return

. Single parent with a dependant child or children and neither you nor your
child(ren) are dependent of another individual

UNDER PENAL TIES OF PERJURY, | CERTIFY THAT THE INFORMATION PRESENTED ON THISFORM IS TRUE AND ACCURATE TO THE BEST OF MY/OUR KNOWLEDGE. THE UNDERSIGNED FURTHER
UNDERSTANDS THAT PROVIDING FAL SE REPRESENTATIONS HEREIN CONSTITUES AN ACT OF FRAUD. FALSE, MISLEADING OR INCOMPLETE INFORMATION WILL RESULT IN THE DENIAL OF
APPLICATION OR TERMINATION OF THE LEASE AGREEMENT.

PRINTED NAME OF APPLICANT/TENANT SIGNATURE OF APPLICANT/TENANT DATE

WITNESSED BY (SIGNATURE OF OWNER/REPRESENTATIVE) DATE



TENANT INCOME CERTIFICATION
O Initial Certification O Recertification [ Other

Effective Date:
Move-in Date:

- (MM/DD/YYYY)
PART | - DEVELOPMENT DATA
Property Name: County: BIN #:
Address: Unit Number: # Bedrooms:
PART II. HOUSEHOLD COMPOSITION
HH First Name & Middle Relationship to Head Date of Birth F/T Student Socia Security
Mbr # Last Name Initial of Household (MM/DD/YYYY) (Y orN) or Alien Reg. No.
1 HEAD
2
3
4
5
6
7
PART IIl. GROSSANNUAL INCOME (USE ANNUAL AMOUNTS)
HH (A) (B) © (D)
Mbr # Employment or Wages Soc. Security/Pensions Public Assistance Other Income
TOTALS | § $ $ $
Add totals from (A) through (D), above TOTAL INCOME (E): ||¢
PART IV.INCOME FROM ASSETS
Hshld ) ©) (H) 0
Mbr # Type of Asset cl Cash Value of Asset Annual Income from Asset
TOTALS: | $ $
Enter Column (H) Total Passbook Rate
If over $5000 $ X 2.00% = (J Imputed Income | $
Enter the greater of the total of column I, or J: imputed income TOTAL INCOME FROM ASSETS (K) " $ "
(L) Total Annual Household Income from all Sources[Add (E) + (K)] | $

HOUSEHOLD CERTIFICATION & SIGNATURES

Theinformation on this form will be used to determine maximum income dligibility. 1/we have provided for each person(s) set forth in Part || acceptable verification
of current anticipated annual income. 1/we agree to notify the landlord immediately upon any member of the household moving out of the unit or any new member
moving in. I/we agree to notify the landlord immediately upon any member becoming afull time student.

Under penalties of perjury, I/we certify that the information presented in this Certification is true and accurate to the best of my/our knowledge and belief. The
undersigned further understands that providing false representations herein constitutes an act of fraud. False, misleading or incomplete information may result in the

termination of the lease agreement.

Signature

Signature

(Date) Signature

(Date)

(Date) Signature

(Date)



PART V. DETERMINATION OF INCOME ELIGIBILITY

RECERTIFICATION ONLY:

TOTAL ANNUAL HOUSEHOLD INCOME Household Meets Current Income Limit x 140%:
FROM ALL SOURCES: Income Restriction
Fromitem (L) onpagel | $ a: $
O s0% [ 50% Household Income exceeds 140% at
1 40% [ 30% recertification:
O % O vyes ONo

Current Income Limit per Family Size:  $

Household Income at Move-in:  $ Household Size at Move-in:

PART VI. RENT

$
Tenant Paid Rent Rent Assistance: $
Utility Allowance $ Other non-optional charges: $
GROSS RENT FOR UNIT: Unit Meets Rent Restriction at:
(Tenant paid rent plus Utility Allowance &
other non-optional charges) | $ (1 609% [I50% [140% L 30%] %

Maximum Rent Limit for thisunit:  $

PART VII. STUDENT STATUS

*Student Explanation:
ARE ALL OCCUPANTSFULL TIME STUDENTS? If yes, Enter student explanation* 1 TANF assistance
(also attach documentation) 2 Job Training Program
O yes O no 3 Single parent/dependent child
4 Married/joint return
Enter
1-4

PART VIII. PROGRAM TYPE

Mark the program(s) listed below (a through e) for which this household’s unit will be counted toward the property’s occupancy
requirements. Under each program marked, indicate the household’ s income status as established by this certification/recertification.

a Tax Credit O b. HOME O c. Tax Exempt O d. AHDP O e O
(Name of Program)
See Part V above. Income Satus Income Status Income Satus
O <50%AMGI O 50%AMGI O 50%AMGI Income Satus
O <60%AMGI O 60%AMGI O 80%AMGI U
O  <80%AMGI O 80%AMGI O Ol o
O ol O o 0o
*x Upon recertification, household was determined over-income (Ol) according to eligibility requirements of the program(s) marked above.

SIGNATURE OF OWNER/REPRESENTATIVE

Based on the representations herein and upon the proofs and documentation required to be submitted, the individual(s) named in Part 11 of this Tenant
Income Certification ig/are eligible under the provisions of Section 42 of the Internal Revenue Code, as amended, and the Land Use Restriction
Agreement (if applicable), to livein aunit in this Project.

SIGNATURE OF OWNER/REPRESENTATIVE DATE
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INSTRUCTIONS FOR COMPLETING
TENANT INCOME CERTIFICATION

Thisformisto be completed by the owner or an authorized representative.
Part | - Development Data

Check the appropriate box for Initial Certification (move-in), Recertification (annual recertification), or Other. If Other, designate the
purpose of the recertification (i.e., a unit transfer, a change in household composition, or other state-required recertification).

Move-in Date Enter the date the tenant has or will take occupancy of the unit.
Effective Date Enter the effective date of the certification. For move-in, this should be the

move-in date. For annual recertification, this effective date should be no later
than one year from the effective date of the previous (re)certification.

Property Name Enter the name of the devel opment.

County Enter the county (or equivalent) in which the building is located.

BIN # Enter the Building I dentification Number (BIN) assigned to the building (from
IRS Form 8609).

Address Enter the address of the building.

Unit Number Enter the unit number.

# Bedrooms Enter the number of bedroomsin the unit.

Part Il - Household Composition

List al occupants of the unit. State each household member’ s relationship to the head of household by using one of the following
coded definitions:

- Head of Household
Adult co-tenant

- Child

- Live-in caretaker

- Spouse

Other family member

- Foster child(ren)/adult(s)
- None of the above

—OX>»T
ZTTOoOwm

Enter the date of birth, student status, and social security number or alien registration number for each occupant.

If there are more than 7 occupants, use an additional sheet of paper to list the remaining household members and attach it to the
certification.

Part Il - Annual Income

See HUD Handbook 4350.3 for complete instructions on verifying and calculating income, including acceptable for ms of
verification.

From the third party verification forms obtained from each income source, enter the gross amount anticipated to be received for the
twelve months from the effective date of the (re)certification. Complete a separate line for each income-earning member. List the
respective household member number from Part I1.

Column (A) Enter the annual amount of wages, salaries, tips, commissions, bonuses, and other income from
employment; distributed profits and/or net income from a business.

Column (B) Enter the annual amount of Social Security, Supplemental Security Income, pensions, military
retirement, etc.
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Column (C) Enter the annual amount of income received from public assistance (i.e., TANF, general assistance,
disability, etc.).

Column (D) Enter the annual amount of alimony, child support, unemployment benefits, or any other income
regularly received by the household.

Row (E) Add the totals from columns (A) through (D), above. Enter this amount.
Part IV - Income from Assets

See HUD Handbook 4350.3 for complete instructions on verifying and calculating income from assets, including acceptable
forms of verification.

From the third party verification forms obtained from each asset source, list the gross amount anticipated to be received during the
twelve months from the effective date of the certification. List the respective household member number from Part |1 and complete a
separate line for each member.
Column (F) List the type of asset (i.e., checking account, savings account, etc.)
Column (G) Enter C (for current, if the family currently owns or holds the asset), or | (for imputed, if the family
has disposed of the asset for less than fair market value within two years of the effective date of
(re)certification).

Column (H) Enter the cash value of the respective asset.

Column (1) Enter the anticipated annual income from the asset (i.e., savings account balance multiplied by the
annual interest rate).

TOTALS Add the total of Column (H) and Column (1), respectively.

If the total in Column (H) is greater than $5,000, you must do an imputed calculation of asset income. Enter the Total Cash Value,
multiply by 2% and enter the amount in (J), Imputed Income.

Row (K) Enter the greater of the total in Column (1) or (J)

Row (L) Total Annual Household Income From all Sources  Add (E) and (K) and enter the total

HOUSEHOLD CERTIFICATION AND SIGNATURES
After al verifications of income and/or assets have been received and cal culated, each household member age 18 or older must sign
and date the Tenant Income Certification. For move-in, it is recommended that the Tenant Income Certification be signed no earlier
than 5 days prior to the effective date of the certification.

Part V — Determination of Income Eligibility

Total Annual Household Income Enter the number from item (L).
from all Sources

Current Income Limit per Family Enter the Current Move-in Income Limit for the household size.

Size

Household income at move-in For recertifications, only. Enter the household income from the move-in

Household size at move-in certification. On the adjacent line, enter the number of household members from the

move-in certification.

Household Meets Income Restriction Check the appropriate box for the income restriction that the household meets
according to what is required by the set-aside(s) for the project.
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Current Income Limit x 140% For recertifications only. Multiply the Current Maximum Move-in Income Limit by
140% and enter the total. Below, indicate whether the household income exceeds
that total. If the Gross Annual Income at recertification is greater than 140% of the
current income limit, then the available unit rule must be followed.

Part VI - Rent
Tenant Paid Rent Enter the amount the tenant pays toward rent (not including rent assistance payments
such as Section 8).
Rent Assistance Enter the amount of rent assistance, if any.
Utility Allowance Enter the utility allowance. If the owner paysall utilities, enter zero.
Other non-optional charges Enter the amount of non-optional charges, such as mandatory garage rent, storage

lockers, charges for services provided by the development, etc.

Gross Rent for Unit Enter the total of Tenant Paid Rent plus Utility Allowance and other non-optional
charges.

Maximum Rent Limit for this unit Enter the maximum allowable gross rent for the unit.

Unit Meets Rent Restriction at Check the appropriate rent restriction that the unit meets according to what is

required by the set-aside(s) for the project.
Part VII - Student Status
If al household members are full time* students, check “yes’. If at least one household member is not afull time student, check “no”.

If “yes’ is checked, the appropriate exemption must be listed in the box to the right. If none of the exemptions apply, the household is
ineligible to rent the unit.

*Full time is determined by the school the student attends.

Part VIl —Program Type
Mark the program(s) for which this household' s unit will be counted toward the property’ s occupancy requirements. Under each
program marked, indicate the household’ s income status as established by this certification/recertification. If the property does not
participate in the HOME, Tax-Exempt Bond, Affordable Housing Disposition, or other housing program, leave those sections blank.

Tax Credit See Part V above.

HOME If the property participates in the HOME program and the unit this household will occupy will count towards the
HOME program set-asides, mark the appropriate box indicting the household’ s designation.

Tax Exempt If the property participates in the Tax Exempt Bond program, mark the appropriate box indicating the household’s
designation.

AHDP If the property participates in the Affordable Housing Disposition Program (AHDP), and this household’ s unit will
count towards the set-aside requirements, mark the appropriate box indicting the household’ s designation.

Other If the property participates in any other affordable housing program, compl ete the information as appropriate.

SIGNATURE OF OWNER/REPRESENTATIVE

It is the responsibility of the owner or the owner’ s representative to sign and date this document immediately following execution by
the resident(s).
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The responsibility of documenting and determining eligibility (including completing and signing the Tenant Income Certification form)
and ensuring such documentation is kept in the tenant file is extremely important and should be conducted by someone well trained in
tax credit compliance.

These instructions should not be considered a complete guide on tax credit compliance. The responsibility for compliance with
federal program regulations lies with the owner of the building(s) for which the credit is allowable.
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UNDER $5,000 ASSET CERTIFICATION

For households whose combined net assets do not exceed $5,000.
Complete only one form per household; include assets of children.

Household Name: Unit No.
Development Name: City:
Complete all that apply for 1 through 4:
1.  My/our assetsinclude:
Con im Anud Con i Anma
Value* Rate Income  Source Value* Rate Income  Source
$ $ Savings Account $ $ Checking Account
$ $ Cash on Hand $ $ Safety Deposit Box
$ $ Certificates of Deposit $ $ Money market funds
$ $ Stocks $ $ Bonds
$ $ IRA Accounts $ $ 401K Accounts
$ $ Keogh Accounts $ $ Trust Funds
$ $ Equity in real estate $ $ Land Contracts
$ $ Lump Sum Receipts $ $ Capital investments
$ $ Life Insurance Policies (excluding Term)
$ $ Other Retirement/Pension Funds not named above:
$ $ Personal property held as an investment** :
$ $ Other (list):

PLEASE NOTE: Certain funds (e.g., Retirement, Pension, Trust) may or may not be (fully) accessible to you. Include only those amounts which are.

*Cash value is defined as market value minus the cost of converting the asset to cash, such as broker's fees, settlement costs, outstanding |oans, early withdrawal
penalties, etc.

**personal property held as an investment may include, but is not limited to, gem or coin collections, art, antique cars, etc. Do not include necessary personal
property such as, but not necessarily limited to, household furniture, daily-use autos, clothing, assets of an active business, or special equipment for use by the
disabled.

2. O Within the past two (2) years, |/we have sold or given away assets (including cash, real estate, etc.) for more than $1,000 below
their fair market value (FMV). Those amounts* are included above and are equal to atotal of: $ (*the
difference between FMV and the amount received, for each asset on which this occurred).

3. 0O I/we have not sold or given away assets (including cash, real estate, etc.) for less than fair market value during the past two (2)
years.

4. 0O I/we do not have any assets at this time.

The net family assets (as defined in 24 CFR 813.102) above do not exceed $5,000 and the annual income from the net family assetsis
$ . Thisamount isincluded in total gross annual income.

Under penalty of perjury, I/we certify that the information presented in this certification is true and accurate to the best of my/our knowledge.
The undersigned further understand(s) that providing false representations herein constitutes an act of fraud. False, misleading or incomplete
information may result in the termination of a lease agreement.

Applicant/Tenant Date Applicant/Tenant Date
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EMPLOYMENT VERIFICATION

| THISSECTION TO BE COMPLETED BY MANAGEMENT AND EXECUTED BY TENANT

TO: (Name & address of employer) Date:

RE:

Applicant/Tenant Name Social Security Number Unit # (if assigned)

| hereby authorize release of my employment information.

Signature of Applicant/Tenant Date

Theindividual named directly above is an applicant/tenant of a housing program that requires verification of income. The information provided will
remain confidential to satisfaction of that stated purpose only. Y our prompt response is crucial and greatly appreciated.

Project Owner/Management Agent

Return Form To:

THISSECTION TO BE COMPLETED BY EMPLO YER

Employee Name: Job Title:

Presently Employed: Yes_ DateFirst Employed No__ Last Day of Employment

Current Wages/Sdary: $ (circleone) hourly weekly bi-weekly semi-monthly monthly yearly other
Average # of regular hours per week: Y ear-to-date earnings: $ through_ /[
Overtime Rate: $ per hour Average # of overtime hours per week:

Shift Differential Rate: $ per hour Average # of shift differential hours per week:

Commissions, bonuses, tips, other: $ (circleone) hourly weekly bi-weekly semi-monthly monthly yearly other
List any anticipated change in the employee'srate of pay within the next 12 months: ; Effective date:

If the employee'swork is seasonal or sporadic, please indicate the layoff period(s):

Additional remarks:

Employer's Signature Employer's Printed Name Date

Employer [Company] Name and Address

Phone # Fax # E-mail

NOTE: Section 1001 of Title 18 of the U.S. Code makesit acriminal offense to make willful fal se statements or misrepresentations to any Department or Agency of
the United States as to any matter within its jurisdiction.
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STUDENT VERIFICATION

| THISSECTION TO BE COMPLETED BY MANAGEMENT AND EXECUTED BY STUDENT

This Student Verification is being delivered in connection with the undersigned's eligibility for residency in the following apartment:
Project Name:

Building Address:

Unit Number if assigned:

| hereby grant disclosur e of theinformation requested below from

Name of Educational Institution

Signature Date

Printed Name Student |ID#

Return Form to:

| THISSECTION TO BE COMPLETED BY EDUCATIONAL INSTITUTION |

The above-named individual has applied for residency or is currently residing in housing that requires verification of student status.
Please provide the information requested bel ow:

Istheabove-named individual a student at thiseducational ingtitution? YES NO
If so, part-timeor full-time? PART-TIME FULL-TIME

If full-time, the datethe ssudent enrolled as such:

Expected date of graduation:

| hereby certify that the information supplied in this section istrue and compl ete to the best of my knowledge.

Signature: Date:

Print your name: Tel. #:

Title:

Educational I nstitution:

NOTE: Section 1001 of Title 18 of the U. S. Code makes it a criminal offense to make willful false statements or misrepresentations to any Department or
Agency of the United States as to any matter within its jurisdiction.
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CERTIFICATION OF ZERO INCOME

(To be completed by adult household members only, if appropriate.)

Household Name: Unit No.

Development Name: City:

1. | hereby certify that | do not individually receive income from any of the following sources:

a  Wagesfrom employment (including commissions, tips, bonuses, fees, etc.);
b.  Income from operation of a business;

c. Rental incomefrom real or persona property;

d. Interest or dividends from assets,

e. Socia Security payments, annuities, insurance policies, retirement funds, pensions, or death
benefits,

f.  Unemployment or disability payments;
g. Public assistance payments;

h.  Periodic allowances such as alimony, child support, or gifts received from persons not living
in my household;

i.  Salesfrom salf-employed resources (Avon, Mary Kay, Shaklee, etc.);

j- Any other source not named above.

2. | currently have no income of any kind and there is no imminent change expected in my financia
status or employment status during the next 12 months.

3. 1 will be using the following sources of fundsto pay for rent and other necessities:

Under penalty of perjury, | certify that the information presented in this certification is true and accurate to the best of my
knowledge. The undersigned further understand(s) that providing false representations herein congtitutes an act of fraud. False,
misleading or incomplete information may result in the termination of a lease agreement.

Signature of Applicant/Tenant Printed Name of Applicant/Tenant Date

Certification of Zero Income (September 2000)
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To: Participants of the Rental Housing Tax Credit (RHTC) Program Notice: RHTC 01-01
From: RHTC Compliance Staff

Date: April 9, 2001

Re: 2001 Incomeand Rent Limits& Tax Credit Compliance Reporting Web Site

Enclosed is a copy of the HUD 2001 Income and Rent Limits for the Rental Housing Tax Credit (RHTC)
Program. Thisinformation supersedes the 2000 Income and Rent Limits and should be used accordingly
by participants and developments competing for future tax credits. This information has been provided
only for your convenience as a courtesy. However, it is the responsibility of the Devel oper/Owner, and
not the Indiana Housing Finance Authority (IHFA), to verify its accuracy.

This information was published by HUD on March 29, 2001, and s now posted on IHFA’s web site at
www.indianahousing.org. Existing active developments must implement the 2001 Income and Rent
Limits within 45 days of the HUD publishing date.

Additiondly, in February of 2000, IHFA made available to al RHTC developments the RHTC
Compliance Reporting Web Site. This web site is a specia web page set up specifically for owners and
management companies with internet access to submit required tenant information to IHFA. This web
site will alow an owner to input information throughout the year as move-in, move-out, and re-
certification events occur. This application replaces the RHTC Development Compliance Report Form
that is required to be completed each year and submitted with the Annua Owner Certification of
Compliance.

Only those owners that have a subscription agreement with a username and password can access the
RHTC Compliance Reporting Web Site. To use this service, please note the subscription agreement
gpplication included in this mailer. One subscription agreement must be completed for each
development/owner entity wishing to utilize the web site. Additionally, when completing the subscription
agreement form, please be sure to include the taxpayer identification number and the building
identification numbers for the development on the form (you can include this information on a
separ ate sheet of paper, if necessary). After you complete the form, you should mail it tothe RHTC
Compliance Division at IHFA. Once IHFA receives your signed subscription agreement, you should
receive usernames and passwords within seven business days. Y ou can then go to the web site as often as
you like, as many times a day, week, month, or year at no charge.

The owner will NOT be charged at all for the Tax Credit Compliance Reporting service! |HFA will pay
the $50 subscription fee for the owner when the owner subscribes to the service. Also, it is very
important to note that the annual monitoring fee for developments that do not use the web site is
considerably higher. See the 2001 Qualified Allocation Plan, Schedule D, Page 39, for exact charges.

If you have any questions, please feel free to telephone us at (317) 232-7777. Melanie Reusze, Michelle
Rogers, or Maria Walker in the Tax Credit Compliance Division will be happy to help you.

Indiana Housing Finance Authority

115 W. Washington &. (317) 232-7777
Suite, 1350, South Tower (800) 872-0371
Indianapolis, IN 46204 www.indianahousing.org
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2001
LOW-INCOME HOUSING TAX CREDIT PROGRAM
30% AREA MEDIAN INCOME SCHEDULE

1 2 3 4 5 6 7 8 9
COUNTY PERSON PERSON PERSON PERSON PERSON PERSON  PERSON PERSON PERSON
ADAMS 11,850 13,550 15,250 16,900 18,250 19,650 21,000 22,350 23,700
ALLEN 11,850 13,550 15,250 16,900 18,250 19,650 21,000 22,350 23,700
BARTHOLOMEW 11,850 13,550 15,250 16,950 18,300 19,650 21,000 22,350 23,750
BENTON 10,000 11,400 12,850 14,300 15,400 16,550 17,700 18,850 20,000
BLACKFORD 10,000 11,400 12,850 14,300 15,400 16,550 17,700 18,850 20,000
BOONE 12,750 14,550 16,400 18,200 19,650 21,100 22,600 24,050 25,500
BROWN 11,650 13,300 15,000 16,650 18,000 19,300 20,650 22,000 23,300
CARROLL 11,300 12,950 14,550 16,150 17,450 18,750 20,050 21,350 22,650
CASS 10,100 11,550 13,000 14,450 15,600 16,750 17,900 19,050 20,200
CLARK 11,500 13,150 14,750 16,400 17,700 19,050 20,350 21,650 22,950
CLAY 10,000 11,400 12,850 14,300 15,400 16,550 17,700 18,850 20,000
CLINTON 11,900 13,600 15,300 17,000 18,350 19,700 21,050 22,400 23,750
CRAWFORD 10,000 11,400 12,850 14,300 15,400 16,550 17,700 18,850 20,000
DAVIESS 10,000 11,400 12,850 14,300 15,400 16,550 17,700 18,850 20,000
DEARBORN 12,700 14,500 16,350 18,150 19,600 21,050 22,500 23,950 25,400
DECATUR 10,250 11,700 13,200 14,650 15,800 17,000 18,150 19,300 20,500
DEKALB 11,850 13,550 15,250 16,900 18,250 19,650 21,000 22,350 23,700
DELAWARE 10,050 11,500 12,950 14,350 15,500 16,650 17,800 18,950 20,100
DUBOIS 12,100 13,800 15,550 17,250 18,650 20,000 21,400 22,750 24,150
ELKHART 11,850 13,550 15,250 16,900 18,250 19,650 21,000 22,350 23,700
FAYETTE 10,000 11,400 12,850 14,300 15,400 16,550 17,700 18,850 20,000
FLOYD 11,500 13,150 14,750 16,400 17,700 19,050 20,350 21,650 22,950
FOUNTAIN 10,000 11,400 12,850 14,300 15,400 16,550 17,700 18,850 20,000
FRANKLIN 10,000 11,400 12,850 14,300 15,400 16,550 17,700 18,850 20,000
FULTON 10,000 11,400 12,850 14,300 15,400 16,550 17,700 18,850 20,000
GIBSON 10,650 12,200 13,700 15,250 16,450 17,700 18,900 20,100 21,350
GRANT 10,000 11,400 12,850 14,300 15,400 16,550 17,700 18,850 20,000
GREENE 10,000 11,400 12,850 14,300 15,400 16,550 17,700 18,850 20,000
HAMILTON 12,750 14,550 16,400 18,200 19,650 21,100 22,600 24,050 25,500
HANCOCK 12,750 14,550 16,400 18,200 19,650 21,100 22,600 24,050 25,500
HARRISON 11,500 13,150 14,750 16,400 17,700 19,050 20,350 21,650 22,950
HENDRICKS 12,750 14,550 16,400 18,200 19,650 21,100 22,600 24,050 25,500
HENRY 10,800 12,350 13,900 15,450 16,700 17,900 19,150 20,400 21,650
HOWARD 12,100 13,800 15,550 17,300 18,650 20,050 21,450 22,800 24,200
HUNTINGTON 11,850 13,550 15,250 16,900 18,250 19,650 21,000 22,350 23,700
JACKSON 10,500 12,000 13,500 15,000 16,200 17,400 18,600 19,800 21,000
JASPER 10,500 12,000 13,500 15,000 16,200 17,400 18,600 19,800 21,000
JAY 10,000 11,400 12,850 14,300 15,400 16,550 17,700 18,850 20,000
JEFFERSON 10,000 11,400 12,850 14,300 15,400 16,550 17,700 18,850 20,000
JENNINGS 10,000 11,400 12,850 14,300 15,400 16,550 17,700 18,850 20,000
JOHNSON 12,750 14,550 16,400 18,200 19,650 21,100 22,600 24,050 25,500
KNOX 10,000 11,400 12,850 14,300 15,400 16,550 17,700 18,850 20,000
KOSCIUSKO 12,300 14,050 15,800 17,550 18,950 20,350 21,750 23,150 24,550
LAGRANGE 10,650 12,150 13,700 15,200 16,450 17,650 18,850 20,100 21,300
LAKE 11,700 13,400 15,050 16,750 18,100 19,400 20,750 22,100 23,450
LAPORTE 10,550 12,050 13,600 15,100 16,300 17,500 18,700 19,900 21,150
LAWRENCE 10,000 11,400 12,850 14,300 15,400 16,550 17,700 18,850 20,000
MADISON 12,750 14,550 16,400 18,200 19,650 21,100 22,600 24,050 25,500
MARION 12,750 14,550 16,400 18,200 19,650 21,100 22,600 24,050 25,500
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2001

LOW-INCOME HOUSING TAX CREDIT PROGRAM
30% AREA MEDIAN INCOME SCHEDULE

COUNTY
MARSHALL
MARTIN
MIAMI
MONROE
MONTGOME
MORGAN
NEWTON
NOBLE
OHIO
ORANGE
OWEN
PARKE
PERRY

PIKE
PORTER
POSEY
PULASKI
PUTNAM
RANDOLPH
RIPLEY
RUSH

ST. JOSEPH
SCOTT
SHELBY
SPENCER
STARKE
STEUBEN
SULLIVAN
SWITZERLAND
TIPPECANOE
TIPTON
UNION
VANDERBURG
VERMILLION
VIGO
WABASH
WARREN
WARRICK
WASHINGTON
WAYNE
WELLS
WHITE
WHITLEY

1
PERSON
10,800
10,000
10,000
11,000
10,950
12,750
10,600
11,800
11,700
10,000
10,000
10,000
10,000
10,000
11,700
11,000
10,000
10,700
10,000
10,450
10,150
11,100
11,500
12,750
10,600
10,000
11,000
10,000
10,000
11,900
12,100
10,000
11,000
10,000
10,000
10,200
10,000
11,000
10,000
10,000
11,850
10,000
11,850

2
PERSON
12,350
11,400
11,400
12,550
12,550
14,550
12,100
13,450
13,400
11,400
11,400
11,400
11,400
11,400
13,400
12,600
11,400
12,200
11,400
11,950
11,600
12,650
13,150
14,550
12,100
11,400
12,600
11,400
11,400
13,600
13,800
11,400
12,600
11,400
11,400
11,650
11,400
12,600
11,400
11,400
13,550
11,400
13,550

3
PERSON
13,900
12,850
12,850
14,100
14,100
16,400
13,600
15,150
15,050
12,850
12,850
12,850
12,850
12,850
15,050
14,150
12,850
13,750
12,850
13,400
13,050
14,250
14,750
16,400
13,650
12,850
14,150
12,850
12,850
15,300
15,550
12,850
14,150
12,850
12,850
13,100
12,850
14,150
12,850
12,850
15,250
12,850
15,250

4
PERSON
15,400
14,300
14,300
15,700
15,650
18,200
15,100
16,850
16,750
14,300
14,300
14,300
14,300
14,300
16,750
15,700
14,300
15,250
14,300
14,900
14,500
15,850
16,400
18,200
15,150
14,300
15,700
14,300
14,300
17,000
17,300
14,300
15,700
14,300
14,300
14,550
14,300
15,700
14,300
14,300
16,900
14,300
16,900

5
PERSON
16,650
15,400
15,400
16,950
16,900
19,650
16,350
18,200
18,100
15,400
15,400
15,400
15,400
15,400
18,100
17,000
15,400
16,500
15,400
16,100
15,700
17,100
17,700
19,650
16,350
15,400
17,000
15,400
15,400
18,350
18,650
15,400
17,000
15,400
15,400
15,700
15,400
17,000
15,400
15,400
18,250
15,400
18,250

Page 2 of 2

6
PERSON
17,900
16,550
16,550
18,200
18,150
21,100
17,550
19,500
19,400
16,550
16,550
16,550
16,550
16,550
19,400
18,250
16,550
17,700
16,550
17,300
16,850
18,350
19,050
21,100
17,550
16,550
18,250
16,550
16,550
19,700
20,050
16,550
18,250
16,550
16,550
16,900
16,550
18,250
16,550
16,550
19,650
16,550
19,650

7
PERSON
19,100
17,700
17,700
19,450
19,400
22,600
18,750
20,850
20,750
17,700
17,700
17,700
17,700
17,700
20,750
19,500
17,700
18,950
17,700
18,500
18,000
19,650
20,350
22,600
18,800
17,700
19,500
17,700
17,700
21,050
21,450
17,700
19,500
17,700
17,700
18,050
17,700
19,500
17,700
17,700
21,000
17,700
21,000

8
PERSON
20,350
18,850
18,850
20,700
20,650
24,050
19,950
22,200
22,100
18,850
18,850
18,850
18,850
18,850
22,100
20,750
18,850
20,150
18,850
19,700
19,150
20,900
21,650
24,050
20,000
18,850
20,750
18,850
18,850
22,400
22,800
18,850
20,750
18,850
18,850
19,200
18,850
20,750
18,850
18,850
22,350
18,850
22,350

9
PERSON
21,600
20,000
20,000
21,950
21,900
25,500
21,150
23,550
23,450
20,000
20,000
20,000
20,000
20,000
23,450
22,000
20,000
21,400
20,000
20,850
20,350
22,200
22,950
25,500
21,200
20,000
22,000
20,000
20,000
23,750
24,200
20,000
22,000
20,000
20,000
20,350
20,000
22,000
20,000
20,000
23,700
20,000
23,700



2001
LOW-INCOME HOUSING TAX CREDIT PROGRAM
30% RENT SCHEDULE

1 2 3 4 5 6
COUNTY EFFICIENCY BEDROOM BEDROONM BEDROOM BEDROONM BEDROOM BEDROONM
ADAMS 296 318 381 439 491 542 593
ALLEN 296 318 381 439 491 542 593
BARTHOLOMEW 296 318 381 441 491 542 594
BENTON 250 268 321 371 414 457 500
BLACKFORD 250 268 321 371 414 457 500
BOONE 319 341 410 473 528 583 638
BROWN 291 312 375 433 483 533 583
CARROLL 283 303 364 420 469 518 566
CASS 253 271 325 376 419 462 505
CLARK 288 308 369 426 476 525 574
CLAY 250 268 321 371 414 457 500
CLINTON 298 319 383 442 493 543 594
CRAWFORD 250 268 321 371 414 457 500
DAVIESS 250 268 321 371 414 457 500
DEARBORN 318 340 409 472 526 581 635
DECATUR 256 274 330 381 425 468 513
DEKALB 296 318 381 439 491 542 593
DELAWARE 251 269 324 373 416 459 503
DUBOIS 303 324 389 449 500 552 604
ELKHART 296 318 381 439 491 542 593
FAYETTE 250 268 321 371 414 457 500
FLOYC 288 308 369 426 476 525 574
FOUNTAIN 250 268 321 371 414 457 500
FRANKLIN 250 268 321 371 414 457 500
FULTON 250 268 321 371 414 457 500
GIBSON 266 286 343 396 443 488 534
GRANT 250 268 321 371 414 457 500
GREENE 250 268 321 371 414 457 500
HAMILTON 319 341 410 473 528 583 638
HANCOCK 319 341 410 473 528 583 638
HARRISON 288 308 369 426 476 525 574
HENDRICKS 319 341 410 473 528 583 638
HENRY 270 289 348 402 448 494 541
HOWARD 303 324 389 449 501 553 605
HUNTINGTON 296 318 381 439 491 542 593
JACKSON 263 281 338 390 435 480 525
JASPER 263 281 338 390 435 480 525
JAY 250 268 321 371 414 457 500
JEFFERSON 250 268 321 371 414 457 500
JENNINGS 250 268 321 371 414 457 500
JOHNSON 319 341 410 473 528 583 638
KNOX 250 268 321 371 414 457 500
KOSCIUSKO 308 329 395 456 509 561 614
LAGRANGE 266 285 343 396 441 487 533
LAKE 293 314 376 436 485 536 586
LAPORTE 264 283 340 393 438 483 529
LAWRENCE 250 268 321 371 414 457 500
MADISON 319 341 410 473 528 583 638
MARION 319 341 410 473 528 583 638
MARSHALL 270 289 348 401 448 493 540
MARTIN 250 268 321 371 414 457 500
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2001

LOW-INCOME HOUSING TAX CREDIT PROGRAM

30% RENT SCHEDULE

COUNTY
MIAMI
MONROE
MONTGOMERY
MORGAN
NEWTON
NOBLE
OHIO
ORANGE
OWEN
PARKE
PERRY

PIKE
PORTER
POSEY
PULASK
PUTNAN
RANDOLPH
RIPLEY
RUSH

ST. JOSEPH
SCOTT
SHELBY
SPENCER
STARKE
STEUBEN
SULLIVAN
SWITZERLAND
TIPPECANOE
TIPTON
UNION
VANDERBURG
VERMILLION
VIGO
WABASH
WARREN
WARRICK
WASHINGTON
WAYNE
WELLS
WHITE
WHITLEY

EFFICIENCY
250
275
274
319
265
295
293
250
250
250
250
250
293
275
250
268
250
261
254
278
288
319
265
250
275
250
250
298
303
250
275
250
250
255
250
275
250
250
296
250
296

1
BEDROOM
268
294
294
341
284
316
314
268
268
268
268
268
314
295
268
286
268
280
272
297
308
341
284
268
295
268
268
319
324
268
295
268
268
273
268
295
268
268
318
268
318

2
BEDROONM
321
353
353
410
340
379
376
321
321
321
321
321
376
354
321
344
321
335
326
356
369
410
341
321
354
321
321
383
389
321
354
321
321
328
321
354
321
321
381
321
381
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3 4
BEDROOM BEDROONM
371 414
408 455
407 454
473 528
393 439
438 488
436 485
371 414
371 414
371 414
371 414
371 414
436 485
409 456
371 414
397 443
371 414
388 433
378 421
412 459
426 476
473 528
394 439
371 414
409 456
371 414
371 414
442 493
449 501
371 414
409 456
371 414
371 414
378 423
371 414
409 456
371 414
371 414
439 491
371 414
439 491

5
BEDROOM
457
502
501
583
484
538
536
457
457
457
457
457
536
503
457
489
457
478
464
507
525
583
485
457
503
457
457
543
553
457
503
457
457
466
457
503
457
457
542
457
542

6
BEDROONM
500
549
548
638
529
589
586
500
500
500
500
500
586
550
500
535
500
521
509
555
574
638
530
500
550
500
500
594
605
500
550
500
500
509
500
550
500
500
593
500
593



2001

LOW-INCOME HOUSING TAX CREDIT PROGRAM
40% AREA MEDIAN INCOME SCHEDULE

COUNTY

ADAMS
ALLEN

BARTHOLOMEW

BENTON
BLACKFORD
BOONE
BROWN
CARROLL
CASS
CLARK
CLAY
CLINTON
CRAWFORD
DAVIESS
DEARBORN
DECATUR
DEKALB
DELAWARE
DUBOIS
ELKHART
FAYETTE
FLOYC
FOUNTAIN
FRANKLIN
FULTON
GIBSON
GRANT
GREENE
HAMILTON
HANCOCK
HARRISON
HENDRICKS
HENRY
HOWARD
HUNTINGTON
JACKSON
JASPER
JAY
JEFFERSON
JENNINGS
JOHNSON
KNOX
KOSCIUSKO
LAGRANGE
LAKE
LAPORTE
LAWRENCE
MADISON
MARION
MARSHALL
MARTIN
MIAMI
MONROE

1
PERSON

15,800
15,800
15,840
13,320
13,320
17,000
15,560
15,080
13,480
15,320
13,320
15,840
13,320
13,320
16,960
13,680
15,800
13,400
16,120
15,800
13,320
15,320
13,320
13,320
13,320
14,240
13,320
13,320
17,000
17,000
15,320
17,000
14,440
16,120
15,800
14,000
14,000
13,320
13,320
13,320
17,000
13,320
16,400
14,200
15,640
14,080
13,320
17,000
17,000
14,400
13,320
13,320
14,640

2
PERSON

18,040
18,040
18,080
15,240
15,240
19,440
17,760
17,240
15,400
17,520
15,240
18,120
15,240
15,240
19,360
15,600
18,040
15,320
18,400
18,040
15,240
17,520
15,240
15,240
15,240
16,240
15,240
15,240
19,440
19,440
17,520
19,440
16,480
18,440
18,040
16,000
16,000
15,240
15,240
15,240
19,440
15,240
18,720
16,240
17,840
16,080
15,240
19,440
19,440
16,440
15,240
15,240
16,720

3
PERSON

20,320
20,320
20,360
17,120
17,120
21,840
20,000
19,400
17,320
19,680
17,120
20,360
17,120
17,120
21,800
17,560
20,320
17,240
20,720
20,320
17,120
19,680
17,120
17,120
17,120
18,280
17,120
17,120
21,840
21,840
19,680
21,840
18,560
20,720
20,320
18,000
18,000
17,120
17,120
17,120
21,840
17,120
21,080
18,240
20,080
18,120
17,120
21,840
21,840
18,520
17,120
17,120
18,840

4
PERSON

22,560
22,560
22,600
19,040
19,040
24,280
22,200
21,560
19,240
21,880
19,040
22,640
19,040
19,040
24,200
19,520
22,560
19,160
23,000
22,560
19,040
21,880
19,040
19,040
19,040
20,320
19,040
19,040
24,280
24,280
21,880
24,280
20,600
23,040
22,560
20,000
20,000
19,040
19,040
19,040
24,280
19,040
23,400
20,280
22,320
20,120
19,040
24,280
24,280
20,560
19,040
19,040
20,920

5
PERSON

24,360
24,360
24,400
20,560
20,560
26,240
23,960
23,280
20,760
23,640
20,560
24,440
20,560
20,560
26,120
21,080
24,360
20,680
24,840
24,360
20,560
23,640
20,560
20,560
20,560
21,960
20,560
20,560
26,240
26,240
23,640
26,240
22,240
24,880
24,360
21,600
21,600
20,560
20,560
20,560
26,240
20,560
25,280
21,920
24,120
21,720
20,560
26,240
26,240
22,200
20,560
20,560
22,600
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6
PERSON

26,160
26,160
26,200
22,080
22,080
28,160
25,760
25,000
22,320
25,400
22,080
26,280
22,080
22,080
28,080
22,640
26,160
22,240
26,680
26,160
22,080
25,400
22,080
22,080
22,080
23,560
22,080
22,080
28,160
28,160
25,400
28,160
23,880
26,720
26,160
23,200
23,200
22,080
22,080
22,080
28,160
22,080
27,160
23,520
25,880
23,320
22,080
28,160
28,160
23,840
22,080
22,080
24,280

7
PERSON

27,960
27,960
28,040
23,600
23,600
30,120
27,520
26,720
23,840
27,120
23,600
28,080
23,600
23,600
30,000
24,200
27,960
23,760
28,520
27,960
23,600
27,120
23,600
23,600
23,600
25,200
23,600
23,600
30,120
30,120
27,120
30,120
25,560
28,560
27,960
24,800
24,800
23,600
23,600
23,600
30,120
23,600
29,000
25,160
27,680
24,960
23,600
30,120
30,120
25,480
23,600
23,600
25,960

8
PERSON

29,760
29,760
29,840
25,120
25,120
32,040
29,320
28,440
25,400
28,880
25,120
29,880
25,120
25,120
31,960
25,760
29,760
25,280
30,360
29,760
25,120
28,880
25,120
25,120
25,120
26,840
25,120
25,120
32,040
32,040
28,880
32,040
27,200
30,400
29,760
26,400
26,400
25,120
25,120
25,120
32,040
25,120
30,880
26,760
29,480
26,560
25,120
32,040
32,040
27,120
25,120
25,120
27,600

9
PERSON

31,600
31,600
31,640
26,640
26,640
34,000
31,080
30,200
26,920
30,640
26,640
31,680
26,640
26,640
33,880
27,320
31,600
26,840
32,200
31,600
26,640
30,640
26,640
26,640
26,640
28,440
26,640
26,640
34,000
34,000
30,640
34,000
28,840
32,240
31,600
28,000
28,000
26,640
26,640
26,640
34,000
26,640
32,760
28,400
31,240
28,160
26,640
34,000
34,000
28,800
26,640
26,640
29,280



2001

LOW-INCOME HOUSING TAX CREDIT PROGRAM
40% AREA MEDIAN INCOME SCHEDULE

COUNTY

MONTGOME
MORGAN
NEWTON
NOBLE

OHIO
ORANGE
OWEN
PARKE
PERRY

PIKE
PORTER
POSEY
PULASKI
PUTNANM
RANDOLPH
RIPLEY
RUSH

ST. JOSEPH
SCOTT
SHELBY
SPENCER
STARKE
STEUBEN
SULLIVAN
SWITZERLAND
TIPPECANOE
TIPTON
UNION
VANDERBURG
VERMILLION
VIGO
WABASH
WARREN
WARRICK
WASHINGTON
WAYNE
WELLS
WHITE
WHITLEY

PERSON

14,600
17,000
14,120
15,720
15,640
13,320
13,320
13,320
13,320
13,320
15,640
14,680
13,320
14,240
13,320
13,920
13,560
14,800
15,320
17,000
14,160
13,320
14,680
13,320
13,320
15,840
16,120
13,320
14,680
13,320
13,320
13,600
13,320
14,680
13,320
13,320
15,800
13,320
15,800

2
PERSON

16,720
19,440
16,120
17,960
17,840
15,240
15,240
15,240
15,240
15,240
17,840
16,760
15,240
16,280
15,240
15,920
15,480
16,880
17,520
19,440
16,160
15,240
16,760
15,240
15,240
18,120
18,440
15,240
16,760
15,240
15,240
15,520
15,240
16,760
15,240
15,240
18,040
15,240
18,040

3
PERSON

18,800
21,840
18,160
20,200
20,080
17,120
17,120
17,120
17,120
17,120
20,080
18,880
17,120
18,320
17,120
17,880
17,440
19,000
19,680
21,840
18,200
17,120
18,880
17,120
17,120
20,360
20,720
17,120
18,880
17,120
17,120
17,480
17,120
18,880
17,120
17,120
20,320
17,120
20,320

4
PERSON

20,880
24,280
20,160
22,440
22,320
19,040
19,040
19,040
19,040
19,040
22,320
20,960
19,040
20,360
19,040
19,880
19,360
21,120
21,880
24,280
20,200
19,040
20,960
19,040
19,040
22,640
23,040
19,040
20,960
19,040
19,040
19,400
19,040
20,960
19,040
19,040
22,560
19,040
22,560

5
PERSON

22,560
26,240
21,760
24,240
24,120
20,560
20,560
20,560
20,560
20,560
24,120
22,640
20,560
22,000
20,560
21,480
20,920
22,800
23,640
26,240
21,800
20,560
22,640
20,560
20,560
24,440
24,880
20,560
22,640
20,560
20,560
20,960
20,560
22,640
20,560
20,560
24,360
20,560
24,360
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6
PERSON

24,240
28,160
23,400
26,040
25,880
22,080
22,080
22,080
22,080
22,080
25,880
24,320
22,080
23,600
22,080
23,080
22,440
24,480
25,400
28,160
23,440
22,080
24,320
22,080
22,080
26,280
26,720
22,080
24,320
22,080
22,080
22,520
22,080
24,320
22,080
22,080
26,160
22,080
26,160

7
PERSON

25,880
30,120
25,000
27,840
27,680
23,600
23,600
23,600
23,600
23,600
27,680
26,000
23,600
25,240
23,600
24,640
24,000
26,200
27,120
30,120
25,040
23,600
26,000
23,600
23,600
28,080
28,560
23,600
26,000
23,600
23,600
24,040
23,600
26,000
23,600
23,600
27,960
23,600
27,960

8
PERSON

27,560
32,040
26,600
29,640
29,480
25,120
25,120
25,120
25,120
25,120
29,480
27,680
25,120
26,880
25,120
26,240
25,560
27,880
28,880
32,040
26,680
25,120
27,680
25,120
25,120
29,880
30,400
25,120
27,680
25,120
25,120
25,600
25,120
27,680
25,120
25,120
29,760
25,120
29,760

9
PERSON

29,240
34,000
28,240
31,400
31,240
26,640
26,640
26,640
26,640
26,640
31,240
29,360
26,640
28,520
26,640
27,840
27,120
29,560
30,640
34,000
28,280
26,640
29,360
26,640
26,640
31,680
32,240
26,640
29,360
26,640
26,640
27,160
26,640
29,360
26,640
26,640
31,600
26,640
31,600



2001
LOW-INCOME HOUSING TAX CREDIT PROGRAM
40% RENT SCHEDULE

1 2 3 4 5 6
COUNTY EFFICIENCY BEDROONM BEDROOM BEDROOM BEDROOM BEDROOM BEDROONM
ADAMS 395 423 508 587 654 722 790
ALLEN 395 423 508 587 654 722 790
BARTHOLOMEW 396 424 509 588 655 724 791
BENTON 333 357 428 495 552 609 666
BLACKFORD 333 357 428 495 552 609 666
BOONE 425 456 546 632 704 77 850
BROWN 389 417 500 577 644 711 77
CARROLL 377 404 485 561 625 690 755
CASS 337 361 433 500 558 616 673
CLARK 383 411 492 569 635 700 766
CLAY 333 357 428 495 552 609 666
CLINTON 396 425 509 589 657 725 792
CRAWFORD 333 357 428 495 552 609 666
DAVIESS 333 357 428 495 552 609 666
DEARBORN 424 454 545 629 702 775 847
DECATUR 342 366 439 508 566 625 683
DEKALB 395 423 508 587 654 722 790
DELAWARE 335 359 431 498 556 613 671
DUBQIS 403 432 518 598 667 736 805
ELKHART 395 423 508 587 654 722 790
FAYETTE 333 357 428 495 552 609 666
FLOYLC 383 411 492 569 635 700 766
FOUNTAIN 333 357 428 495 552 609 666
FRANKLIN 333 357 428 495 552 609 666
FULTON 333 357 428 495 552 609 666
GIBSON 356 381 457 529 589 651 711
GRANT 333 357 428 495 552 609 666
GREENE 333 357 428 495 552 609 666
HAMILTON 425 456 546 632 704 7 850
HANCOCK 425 456 546 632 704 77 850
HARRISON 383 411 492 569 635 700 766
HENDRICKS 425 456 546 632 704 77 850
HENRY 361 387 464 536 597 660 721
HOWARD 403 432 518 599 668 737 806
HUNTINGTON 395 423 508 587 654 722 790
JACKSON 350 375 450 520 580 640 700
JASPER 350 375 450 520 580 640 700
JAY 333 357 428 495 552 609 666
JEFFERSON 333 357 428 495 552 609 666
JENNINGS 333 357 428 495 552 609 666
JOHNSON 425 456 546 632 704 7 850
KNOX 333 357 428 495 552 609 666
KOSCIUSKO 410 439 527 609 679 749 819
LAGRANGE 355 381 456 528 588 649 710
LAKE 391 419 502 581 647 715 781
LAPORTE 352 377 453 523 583 644 704
LAWRENCE 333 357 428 495 552 609 666
MADISON 425 456 546 632 704 77 850
MARION 425 456 546 632 704 7 850
MARSHALL 360 386 463 535 596 658 720
MARTIN 333 357 428 495 552 609 666
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2001

LOW-INCOME HOUSING TAX CREDIT PROGRAM

40% RENT SCHEDULE

COUNTY

MIAMI
MONROE
MONTGOMERY
MORGAN
NEWTON
NOBLE
OHIO
ORANGE
OWEN
PARKE
PERRY

PIKE
PORTER
POSEY
PULASKI
PUTNAN
RANDOLPH
RIPLEY
RUSH

ST. JOSEPH
SCOTT
SHELBY
SPENCER
STARKE
STEUBEN
SULLIVAN
SWITZERLAND
TIPPECANOE
TIPTON
UNION
VANDERBURG
VERMILLION
VIGO
WABASH
WARREN
WARRICK
WASHINGTON
WAYNE
WELLS
WHITE
WHITLEY

EFFICIENCY

333
366
365
425
353
393
391
333
333
333
333
333
391
367
333
356
333
348
339
370
383
425
354
333
367
333
333
396
403
333
367
333
333
340
333
367
333
333
395
333
395

1
BEDROONM

357
392
392
456
378
421
419
357
357
357
357
357
419
393
357
382
357
373
363
396
411
456
379
357
393
357
357
425
432
357
393
357
357
364
357
393
357
357
423
357
423

2 3
BEDROOM BEDROOM
428 495
471 544
470 543
546 632
454 524
505 584
502 581
428 495
428 495
428 495
428 495
428 495
502 581
472 545
428 495
458 530
428 495
447 517
436 504
475 549
492 569
546 632
455 525
428 495
472 545
428 495
428 495
509 589
518 599
428 495
472 545
428 495
428 495
437 505
428 495
472 545
428 495
428 495
508 587
428 495
508 587
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4
BEDROOM

552
607
606
704
585
651
647
552
552
552
552
552
647
608
552
590
552
577
561
612
635
704
586
552
608
552
552
657
668
552
608
552
552
563
552
608
552
552
654
552
654

5
BEDROOM

609
670
668
77
645
719
715
609
609
609
609
609
715
671
609
652
609
636
620
676
700
77
647
609
671
609
609
725
737
609
671
609
609
621
609
671
609
609
722
609
722

6
BEDROONM

666
732
731
850
706
785
781
666
666
666
666
666
781
734
666
713
666
696
678
739
766
850
707
666
734
666
666
792
806
666
734
666
666
679
666
734
666
666
790
666
790



2001

LOW-INCOME HOUSING TAX CREDIT PROGRAM

50% AREA MEDIAN INCOME SCHEDULE

COUNTY

ADAMS
ALLEN
BARTHOLOMEW
BENTON
BLACKFORD
BOONE
BROWN
CARROLL
CASS
CLARK
CLAY
CLINTON
CRAWFORD
DAVIESS
DEARBORN
DECATUR
DEKALB
DELAWARE
DUBOIS
ELKHART
FAYETTE
FLOYD
FOUNTAIN
FRANKLIN
FULTON
GIBSON
GRANT
GREENE
HAMILTON
HANCOCK
HARRISON
HENDRICKS
HENRY
HOWARD
HUNTINGTON
JACKSON
JASPER

JAY
JEFFERSON
JENNINGS
JOHNSON
KNOX
KOSCIUSKO
LAGRANGE
LAKE
LAPORTE
LAWRENCE
MADISON
MARION
MARSHALL
MARTIN
MIAMI
MONROE
MONTGOMERY
MORGAN
NEWTON
NOBLE
OHIO

1

PERSON

19,750
19,750
19,800
16,650
16,650
21,250
19,450
18,850
16,850
19,150
16,650
19,800
16,650
16,650
21,200
17,100
19,750
16,750
20,150
19,750
16,650
19,150
16,650
16,650
16,650
17,800
16,650
16,650
21,250
21,250
19,150
21,250
18,050
20,150
19,750
17,500
17,500
16,650
16,650
16,650
21,250
16,650
20,500
17,750
19,550
17,600
16,650
21,250
21,250
18,000
16,650
16,650
18,300
18,250
21,250
17,650
19,650
19,550

2

PERSON

22,550
22,550
22,600
19,050
19,050
24,300
22,200
21,550
19,250
21,900
19,050
22,650
19,050
19,050
24,200
19,500
22,550
19,150
23,000
22,550
19,050
21,900
19,050
19,050
19,050
20,300
19,050
19,050
24,300
24,300
21,900
24,300
20,600
23,050
22,550
20,000
20,000
19,050
19,050
19,050
24,300
19,050
23,400
20,300
22,300
20,100
19,050
24,300
24,300
20,550
19,050
19,050
20,900
20,900
24,300
20,150
22,450
22,300

3
PERSON

25,400
25,400
25,450
21,400
21,400
27,300
25,000
24,250
21,650
24,600
21,400
25,450
21,400
21,400
27,250
21,950
25,400
21,550
25,900
25,400
21,400
24,600
21,400
21,400
21,400
22,850
21,400
21,400
27,300
27,300
24,600
27,300
23,200
25,900
25,400
22,500
22,500
21,400
21,400
21,400
27,300
21,400
26,350
22,800
25,100
22,650
21,400
27,300
27,300
23,150
21,400
21,400
23,550
23,500
27,300
22,700
25,250
25,100

4
PERSON

28,200
28,200
28,250
23,800
23,800
30,350
27,750
26,950
24,050
27,350
23,800
28,300
23,800
23,800
30,250
24,400
28,200
23,950
28,750
28,200
23,800
27,350
23,800
23,800
23,800
25,400
23,800
23,800
30,350
30,350
27,350
30,350
25,750
28,800
28,200
25,000
25,000
23,800
23,800
23,800
30,350
23,800
29,250
25,350
27,900
25,150
23,800
30,350
30,350
25,700
23,800
23,800
26,150
26,100
30,350
25,200
28,050
27,900

5
PERSON

30,450
30,450
30,500
25,700
25,700
32,800
29,950
29,100
25,950
29,550
25,700
30,550
25,700
25,700
32,650
26,350
30,450
25,850
31,050
30,450
25,700
29,550
25,700
25,700
25,700
27,450
25,700
25,700
32,800
32,800
29,550
32,800
27,800
31,100
30,450
27,000
27,000
25,700
25,700
25,700
32,800
25,700
31,600
27,400
30,150
27,150
25,700
32,800
32,800
27,750
25,700
25,700
28,250
28,200
32,800
27,200
30,300
30,150
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6
PERSON

32,700
32,700
32,750
27,600
27,600
35,200
32,200
31,250
27,900
31,750
27,600
32,850
27,600
27,600
35,100
28,300
32,700
27,800
33,350
32,700
27,600
31,750
27,600
27,600
27,600
29,450
27,600
27,600
35,200
35,200
31,750
35,200
29,850
33,400
32,700
29,000
29,000
27,600
27,600
27,600
35,200
27,600
33,950
29,400
32,350
29,150
27,600
35,200
35,200
29,800
27,600
27,600
30,350
30,300
35,200
29,250
32,550
32,350

7
PERSON

34,950
34,950
35,050
29,500
29,500
37,650
34,400
33,400
29,800
33,900
29,500
35,100
29,500
29,500
37,500
30,250
34,950
29,700
35,650
34,950
29,500
33,900
29,500
29,500
29,500
31,500
29,500
29,500
37,650
37,650
33,900
37,650
31,950
35,700
34,950
31,000
31,000
29,500
29,500
29,500
37,650
29,500
36,250
31,450
34,600
31,200
29,500
37,650
37,650
31,850
29,500
29,500
32,450
32,350
37,650
31,250
34,800
34,600

8
PERSON

37,200
37,200
37,300
31,400
31,400
40,050
36,650
35,550
31,750
36,100
31,400
37,350
31,400
31,400
39,950
32,200
37,200
31,600
37,950
37,200
31,400
36,100
31,400
31,400
31,400
33,550
31,400
31,400
40,050
40,050
36,100
40,050
34,000
38,000
37,200
33,000
33,000
31,400
31,400
31,400
40,050
31,400
38,600
33,450
36,850
33,200
31,400
40,050
40,050
33,900
31,400
31,400
34,500
34,450
40,050
33,250
37,050
36,850

9
PERSON

39,500
39,500
39,550
33,300
33,300
42,500
38,850
37,750
33,650
38,300
33,300
39,600
33,300
33,300
42,350
34,150
39,500
33,550
40,250
39,500
33,300
38,300
33,300
33,300
33,300
35,550
33,300
33,300
42,500
42,500
38,300
42,500
36,050
40,300
39,500
35,000
35,000
33,300
33,300
33,300
42,500
33,300
40,950
35,500
39,050
35,200
33,300
42,500
42,500
36,000
33,300
33,300
36,600
36,550
42,500
35,300
39,250
39,050



2001

LOW-INCOME HOUSING TAX CREDIT PROGRAM
50% AREA MEDIAN INCOME SCHEDULE

COUNTY

ORANGE
OWEN
PARKE
PERRY

PIKE
PORTER
POSEY
PULASKI
PUTNAM
RANDOLPH
RIPLEY
RUSH

ST. JOSEPH
SCOTT
SHELBY
SPENCER
STARKE
STEUBEN
SULLIVAN
SWITZERLAND
TIPPECANOE
TIPTON
UNION
VANDERBURG
VERMILLION
VIGO
WABASH
WARREN
WARRICK
WASHINGTON
WAYNE
WELLS
WHITE
WHITLEY

1

PERSON

16,650
16,650
16,650
16,650
16,650
19,550
18,350
16,650
17,800
16,650
17,400
16,950
18,500
19,150
21,250
17,700
16,650
18,350
16,650
16,650
19,800
20,150
16,650
18,350
16,650
16,650
17,000
16,650
18,350
16,650
16,650
19,750
16,650
19,750

2
PERSON

19,050
19,050
19,050
19,050
19,050
22,300
20,950
19,050
20,350
19,050
19,900
19,350
21,100
21,900
24,300
20,200
19,050
20,950
19,050
19,050
22,650
23,050
19,050
20,950
19,050
19,050
19,400
19,050
20,950
19,050
19,050
22,550
19,050
22,550

3
PERSON

21,400
21,400
21,400
21,400
21,400
25,100
23,600
21,400
22,900
21,400
22,350
21,800
23,750
24,600
27,300
22,750
21,400
23,600
21,400
21,400
25,450
25,900
21,400
23,600
21,400
21,400
21,850
21,400
23,600
21,400
21,400
25,400
21,400
25,400

4
PERSON

23,800
23,800
23,800
23,800
23,800
27,900
26,200
23,800
25,450
23,800
24,850
24,200
26,400
27,350
30,350
25,250
23,800
26,200
23,800
23,800
28,300
28,800
23,800
26,200
23,800
23,800
24,250
23,800
26,200
23,800
23,800
28,200
23,800
28,200

5
PERSON

25,700
25,700
25,700
25,700
25,700
30,150
28,300
25,700
27,500
25,700
26,850
26,150
28,500
29,550
32,800
27,250
25,700
28,300
25,700
25,700
30,550
31,100
25,700
28,300
25,700
25,700
26,200
25,700
28,300
25,700
25,700
30,450
25,700
30,450
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6
PERSON

27,600
27,600
27,600
27,600
27,600
32,350
30,400
27,600
29,500
27,600
28,850
28,050
30,600
31,750
35,200
29,300
27,600
30,400
27,600
27,600
32,850
33,400
27,600
30,400
27,600
27,600
28,150
27,600
30,400
27,600
27,600
32,700
27,600
32,700

7
PERSON

29,500
29,500
29,500
29,500
29,500
34,600
32,500
29,500
31,550
29,500
30,800
30,000
32,750
33,900
37,650
31,300
29,500
32,500
29,500
29,500
35,100
35,700
29,500
32,500
29,500
29,500
30,050
29,500
32,500
29,500
29,500
34,950
29,500
34,950

8
PERSON

31,400
31,400
31,400
31,400
31,400
36,850
34,600
31,400
33,600
31,400
32,800
31,950
34,850
36,100
40,050
33,350
31,400
34,600
31,400
31,400
37,350
38,000
31,400
34,600
31,400
31,400
32,000
31,400
34,600
31,400
31,400
37,200
31,400
37,200

9
PERSON

33,300
33,300
33,300
33,300
33,300
39,050
36,700
33,300
35,650
33,300
34,800
33,900
36,950
38,300
42,500
35,350
33,300
36,700
33,300
33,300
39,600
40,300
33,300
36,700
33,300
33,300
33,950
33,300
36,700
33,300
33,300
39,500
33,300
39,500



2001
LOW-INCOME HOUSING TAX CREDIT PROGRAM
50% RENT SCHEDULE

1 2 3 4 5 6
COUNTY EFFICIENCY BEDROOM BEDROOM BEDROOM BEDROOM BEDROOM BEDROOM
ADAMS 494 529 635 733 818 902 988
ALLEN 494 529 635 733 818 902 988
BARTHOLOMEW 495 530 636 734 819 904 989
BENTON 416 446 535 619 690 761 833
BLACKFORD 416 446 535 619 690 761 833
BOONE 531 569 683 789 880 971 1063
BROWN 486 521 625 721 805 888 971
CARROLL 471 505 606 701 781 862 944
CASS 421 451 541 625 698 769 841
CLARK 479 513 615 711 794 875 958
CLAY 416 446 535 619 690 761 833
CLINTON 495 531 636 736 821 906 990
CRAWFORD 416 446 535 619 690 761 833
DAVIESS 416 446 535 619 690 761 833
DEARBORN 530 568 681 786 878 968 1059
DECATUR 428 458 549 634 708 781 854
DEKALB 494 529 635 733 818 902 988
DELAWARE 419 449 539 623 695 766 839
DUBOIS 504 539 648 748 834 920 1006
ELKHART 494 529 635 733 818 902 988
FAYETTE 416 446 535 619 690 761 833
FLOYD 479 513 615 711 794 875 958
FOUNTAIN 416 446 535 619 690 761 833
FRANKLIN 416 446 535 619 690 761 833
FULTON 416 446 535 619 690 761 833
GIBSON 445 476 571 661 736 813 889
GRANT 416 446 535 619 690 761 833
GREENE 416 446 535 619 690 761 833
HAMILTON 531 569 683 789 880 971 1063
HANCOCK 531 569 683 789 880 971 1063
HARRISON 479 513 615 711 794 875 958
HENDRICKS 531 569 683 789 880 971 1063
HENRY 451 483 580 669 746 824 901
HOWARD 504 540 648 749 835 921 1008
HUNTINGTON 494 529 635 733 818 902 988
JACKSON 438 469 563 650 725 800 875
JASPER 438 469 563 650 725 800 875
JAY 416 446 535 619 690 761 833
JEFFERSON 416 446 535 619 690 761 833
JENNINGS 416 446 535 619 690 761 833
JOHNSON 531 569 683 789 880 971 1063
KNOX 416 446 535 619 690 761 833
KOSCIUSKO 513 549 659 761 849 936 1024
LAGRANGE 444 476 570 659 735 811 888
LAKE 489 523 628 726 809 893 976
LAPORTE 440 471 566 654 729 805 880
LAWRENCE 416 446 535 619 690 761 833
MADISON 531 569 683 789 880 971 1063
MARION 531 569 683 789 880 971 1063
MARSHALL 450 482 579 668 745 822 900
MARTIN 416 446 535 619 690 761 833
MIAMI 416 446 535 619 690 761 833
MONROE 458 490 589 680 759 837 915
MONTGOMERY 456 489 588 679 758 835 914
MORGAN 531 569 683 789 880 971 1063
NEWTON 441 473 568 655 731 806 883
NOBLE 491 526 631 729 814 898 981
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2001

LOW-INCOME HOUSING TAX CREDIT PROGRAM
50% RENT SCHEDULE

COUNTY

OHIO
ORANGE
OWEN
PARKE
PERRY

PIKE
PORTER
POSEY
PULASKI
PUTNAM
RANDOLPH
RIPLEY
RUSH

ST. JOSEPH
SCOTT
SHELBY
SPENCER
STARKE
STEUBEN
SULLIVAN
SWITZERLAND
TIPPECANOE
TIPTON
UNION
VANDERBURG
VERMILLION
VIGO
WABASH
WARREN
WARRICK
WASHINGTON
WAYNE
WELLS
WHITE
WHITLEY

EFFICIENCY

489
416
416
416
416
416
489
459
416
445
416
435
424
463
479
531
443
416
459
416
416
495
504
416
459
416
416
425
416
459
416
416
494
416
494

1
BEDROOM

523
446
446
446
446
446
523
491
446
477
446
466
454
495
513
569
474
446
491
446
446
531
540
446
491
446
446
455
446
491
446
446
529
446
529

2
BEDROOM

628
535
535
535
535
535
628
590
535
573
535
559
545
594
615
683
569
535
590
535
535
636
648
535
590
535
535
546
535
590
535
535
635
535
635

3
BEDROOM

726
619
619
619
619
619
726
681
619
662
619
646
629
686
711
789
656
619
681
619
619
736
749
619
681
619
619
631
619
681
619
619
733
619
733
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4
BEDROOM

809
690
690
690
690
690
809
760
690
738
690
721
701
765
794
880
733
690
760
690
690
821
835
690
760
690
690
704
690
760
690
690
818
690
818

5
BEDROOM

893
761
761
761
761
761
893
839
761
814
761
795
774
845
875
971
808
761
839
761
761
906
921
761
839
761
761
776
761
839
761
761
902
761
902

6
BEDROOM

976
833
833
833
833
833
976
918
833
891
833
870
848
924
958
1063
884
833
918
833
833
990
1008
833
918
833
833
849
833
918
833
833
988
833
988



2001
LOW-INCOME HOUSING TAX CREDIT PROGRAM
60% AREA MEDIAN INCOME SCHEDULE

1 2 3 4 5 6 7 8 9
COUNTY PERSON PERSON PERSON PERSON PERSON PERSON PERSON PERSON PERSON
ADAMS 23,700 27,060 30,480 33,840 36,540 39,240 41,940 44,640 47,400
ALLEN 23,700 27,060 30,480 33,840 36,540 39,240 41,940 44,640 47,400
BARTHOLOMEW 23,760 27,120 30,540 33,900 36,600 39,300 42,060 44,760 47,460
BENTON 19,980 22,860 25,680 28,560 30,840 33,120 35,400 37,680 39,960
BLACKFORD 19,980 22,860 25,680 28,560 30,840 33,120 35,400 37,680 39,960
BOONE 25,500 29,160 32,760 36,420 39,360 42,240 45,180 48,060 51,000
BROWN 23,340 26,640 30,000 33,300 35,940 38,640 41,280 43,980 46,620
CARROLL 22,620 25,860 29,100 32,340 34,920 37,500 40,080 42,660 45,300
CASS 20,220 23,100 25,980 28,860 31,140 33,480 35,760 38,100 40,380
CLARK 22,980 26,280 29,520 32,820 35,460 38,100 40,680 43,320 45,960
CLAY 19,980 22,860 25,680 28,560 30,840 33,120 35,400 37,680 39,960
CLINTON 23,760 27,180 30,540 33,960 36,660 39,420 42,120 44,820 47,520
CRAWFORD 19,980 22,860 25,680 28,560 30,840 33,120 35,400 37,680 39,960
DAVIESS 19,980 22,860 25,680 28,560 30,840 33,120 35,400 37,680 39,960
DEARBORN 25,440 29,040 32,700 36,300 39,180 42,120 45,000 47,940 50,820
DECATUR 20,520 23,400 26,340 29,280 31,620 33,960 36,300 38,640 40,980
DEKALB 23,700 27,060 30,480 33,840 36,540 39,240 41,940 44,640 47,400
DELAWARE 20,100 22,980 25,860 28,740 31,020 33,360 35,640 37,920 40,260
DUBOIS 24,180 27,600 31,080 34,500 37,260 40,020 42,780 45,540 48,300
ELKHART 23,700 27,060 30,480 33,840 36,540 39,240 41,940 44,640 47,400
FAYETTE 19,980 22,860 25,680 28,560 30,840 33,120 35,400 37,680 39,960
FLOYD 22,980 26,280 29,520 32,820 35,460 38,100 40,680 43,320 45,960
FOUNTAIN 19,980 22,860 25,680 28,560 30,840 33,120 35,400 37,680 39,960
FRANKLIN 19,980 22,860 25,680 28,560 30,840 33,120 35,400 37,680 39,960
FULTON 19,980 22,860 25,680 28,560 30,840 33,120 35,400 37,680 39,960
GIBSON 21,360 24,360 27,420 30,480 32,940 35,340 37,800 40,260 42,660
GRANT 19,980 22,860 25,680 28,560 30,840 33,120 35,400 37,680 39,960
GREENE 19,980 22,860 25,680 28,560 30,840 33,120 35,400 37,680 39,960
HAMILTON 25,500 29,160 32,760 36,420 39,360 42,240 45,180 48,060 51,000
HANCOCK 25,500 29,160 32,760 36,420 39,360 42,240 45,180 48,060 51,000
HARRISON 22,980 26,280 29,520 32,820 35,460 38,100 40,680 43,320 45,960
HENDRICKS 25,500 29,160 32,760 36,420 39,360 42,240 45,180 48,060 51,000
HENRY 21,660 24,720 27,840 30,900 33,360 35,820 38,340 40,800 43,260
HOWARD 24,180 27,660 31,080 34,560 37,320 40,080 42,840 45,600 48,360
HUNTINGTON 23,700 27,060 30,480 33,840 36,540 39,240 41,940 44,640 47,400
JACKSON 21,000 24,000 27,000 30,000 32,400 34,800 37,200 39,600 42,000
JASPER 21,000 24,000 27,000 30,000 32,400 34,800 37,200 39,600 42,000
JAY 19,980 22,860 25,680 28,560 30,840 33,120 35,400 37,680 39,960
JEFFERSON 19,980 22,860 25,680 28,560 30,840 33,120 35,400 37,680 39,960
JENNINGS 19,980 22,860 25,680 28,560 30,840 33,120 35,400 37,680 39,960
JOHNSON 25,500 29,160 32,760 36,420 39,360 42,240 45,180 48,060 51,000
KNOX 19,980 22,860 25,680 28,560 30,840 33,120 35,400 37,680 39,960
KOSCIUSKO 24,600 28,080 31,620 35,100 37,920 40,740 43,500 46,320 49,140
LAGRANGE 21,300 24,360 27,360 30,420 32,880 35,280 37,740 40,140 42,600
LAKE 23,460 26,760 30,120 33,480 36,180 38,820 41,520 44,220 46,860
LAPORTE 21,120 24,120 27,180 30,180 32,580 34,980 37,440 39,840 42,240
LAWRENCE 19,980 22,860 25,680 28,560 30,840 33,120 35,400 37,680 39,960
MADISON 25,500 29,160 32,760 36,420 39,360 42,240 45,180 48,060 51,000
MARION 25,500 29,160 32,760 36,420 39,360 42,240 45,180 48,060 51,000
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2001

LOW-INCOME HOUSING TAX CREDIT PROGRAM
60% AREA MEDIAN INCOME SCHEDULE

COUNTY
MARSHALL
MARTIN
MIAMI
MONROE
MONTGOME
MORGAN
NEWTON
NOBLE
OHIO
ORANGE
OWEN
PARKE
PERRY

PIKE
PORTER
POSEY
PULASKI
PUTNAM
RANDOLPH
RIPLEY
RUSH

ST. JOSEPH
SCOTT
SHELBY
SPENCER
STARKE
STEUBEN
SULLIVAN
SWITZERLAND
TIPPECANOE
TIPTON
UNION
VANDERBURG
VERMILLION
VIGO
WABASH
WARREN
WARRICK
WASHINGTON
WAYNE
WELLS
WHITE
WHITLEY

1
PERSON
21,600
19,980
19,980
21,960
21,900
25,500
21,180
23,580
23,460
19,980
19,980
19,980
19,980
19,980
23,460
22,020
19,980
21,360
19,980
20,880
20,340
22,200
22,980
25,500
21,240
19,980
22,020
19,980
19,980
23,760
24,180
19,980
22,020
19,980
19,980
20,400
19,980
22,020
19,980
19,980
23,700
19,980
23,700

2
PERSON
24,660
22,860
22,860
25,080
25,080
29,160
24,180
26,940
26,760
22,860
22,860
22,860
22,860
22,860
26,760
25,140
22,860
24,420
22,860
23,880
23,220
25,320
26,280
29,160
24,240
22,860
25,140
22,860
22,860
27,180
27,660
22,860
25,140
22,860
22,860
23,280
22,860
25,140
22,860
22,860
27,060
22,860
27,060

3
PERSON
27,780
25,680
25,680
28,260
28,200
32,760
27,240
30,300
30,120
25,680
25,680
25,680
25,680
25,680
30,120
28,320
25,680
27,480
25,680
26,820
26,160
28,500
29,520
32,760
27,300
25,680
28,320
25,680
25,680
30,540
31,080
25,680
28,320
25,680
25,680
26,220
25,680
28,320
25,680
25,680
30,480
25,680
30,480

4
PERSON
30,840
28,560
28,560
31,380
31,320
36,420
30,240
33,660
33,480
28,560
28,560
28,560
28,560
28,560
33,480
31,440
28,560
30,540
28,560
29,820
29,040
31,680
32,820
36,420
30,300
28,560
31,440
28,560
28,560
33,960
34,560
28,560
31,440
28,560
28,560
29,100
28,560
31,440
28,560
28,560
33,840
28,560
33,840

5
PERSON
33,300
30,840
30,840
33,900
33,840
39,360
32,640
36,360
36,180
30,840
30,840
30,840
30,840
30,840
36,180
33,960
30,840
33,000
30,840
32,220
31,380
34,200
35,460
39,360
32,700
30,840
33,960
30,840
30,840
36,660
37,320
30,840
33,960
30,840
30,840
31,440
30,840
33,960
30,840
30,840
36,540
30,840
36,540
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6
PERSON
35,760
33,120
33,120
36,420
36,360
42,240
35,100
39,060
38,820
33,120
33,120
33,120
33,120
33,120
38,820
36,480
33,120
35,400
33,120
34,620
33,660
36,720
38,100
42,240
35,160
33,120
36,480
33,120
33,120
39,420
40,080
33,120
36,480
33,120
33,120
33,780
33,120
36,480
33,120
33,120
39,240
33,120
39,240

7
PERSON
38,220
35,400
35,400
38,940
38,820
45,180
37,500
41,760
41,520
35,400
35,400
35,400
35,400
35,400
41,520
39,000
35,400
37,860
35,400
36,960
36,000
39,300
40,680
45,180
37,560
35,400
39,000
35,400
35,400
42,120
42,840
35,400
39,000
35,400
35,400
36,060
35,400
39,000
35,400
35,400
41,940
35,400
41,940

8
PERSON
40,680
37,680
37,680
41,400
41,340
48,060
39,900
44,460
44,220
37,680
37,680
37,680
37,680
37,680
44,220
41,520
37,680
40,320
37,680
39,360
38,340
41,820
43,320
48,060
40,020
37,680
41,520
37,680
37,680
44,820
45,600
37,680
41,520
37,680
37,680
38,400
37,680
41,520
37,680
37,680
44,640
37,680
44,640

9
PERSON
43,200
39,960
39,960
43,920
43,860
51,000
42,360
47,100
46,860
39,960
39,960
39,960
39,960
39,960
46,860
44,040
39,960
42,780
39,960
41,760
40,680
44,340
45,960
51,000
42,420
39,960
44,040
39,960
39,960
47,520
48,360
39,960
44,040
39,960
39,960
40,740
39,960
44,040
39,960
39,960
47,400
39,960
47,400



2001
LOW-INCOME HOUSING TAX CREDIT PROGRAM
60% RENT SCHEDULE

1 2 3 4 5 6
COUNTY EFFICIENCY BEDROOM BEDROOM BEDROOM BEDROOM BEDROOM BEDROOM
ADAMS 593 635 762 880 981 1082 1185
ALLEN 593 635 762 880 981 1082 1185
BARTHOLOMEW 594 636 764 881 983 1085 1187
BENTON 500 536 642 743 828 914 999
BLACKFORD 500 536 642 743 828 914 999
BOONE 638 683 819 947 1056 1166 1275
BROWN 584 625 750 866 966 1066 1166
CARROLL 566 606 728 841 938 1034 1133
CASS 506 542 650 750 837 923 1010
CLARK 575 616 738 854 953 1050 1149
CLAY 500 536 642 743 828 914 999
CLINTON 594 637 764 883 986 1087 1188
CRAWFORD 500 536 642 743 828 914 999
DAVIESS 500 536 642 743 828 914 999
DEARBORN 636 681 818 944 1053 1162 1271
DECATUR 513 549 659 761 849 937 1025
DEKALB 593 635 762 880 981 1082 1185
DELAWARE 503 539 647 747 834 920 1007
DUBOIS 605 647 777 897 1001 1104 1208
ELKHART 593 635 762 880 981 1082 1185
FAYETTE 500 536 642 743 828 914 999
FLOYD 575 616 738 854 953 1050 1149
FOUNTAIN 500 536 642 743 828 914 999
FRANKLIN 500 536 642 743 828 914 999
FULTON 500 536 642 743 828 914 999
GIBSON 534 572 686 793 884 976 1067
GRANT 500 536 642 743 828 914 999
GREENE 500 536 642 743 828 914 999
HAMILTON 638 683 819 947 1056 1166 1275
HANCOCK 638 683 819 947 1056 1166 1275
HARRISON 575 616 738 854 953 1050 1149
HENDRICKS 638 683 819 947 1056 1166 1275
HENRY 542 580 696 803 896 989 1082
HOWARD 605 648 7 899 1002 1106 1209
HUNTINGTON 593 635 762 880 981 1082 1185
JACKSON 525 563 675 780 870 960 1050
JASPER 525 563 675 780 870 960 1050
JAY 500 536 642 743 828 914 999
JEFFERSON 500 536 642 743 828 914 999
JENNINGS 500 536 642 743 828 914 999
JOHNSON 638 683 819 947 1056 1166 1275
KNOX 500 536 642 743 828 914 999
KOSCIUSKO 615 659 791 913 1019 1123 1229
LAGRANGE 533 571 684 791 882 974 1065
LAKE 587 628 753 871 971 1072 1172
LAPORTE 528 566 680 785 875 966 1056
LAWRENCE 500 536 642 743 828 914 999
MADISON 638 683 819 947 1056 1166 1275
MARION 638 683 819 947 1056 1166 1275
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2001
LOW-INCOME HOUSING TAX CREDIT PROGRAM
60% RENT SCHEDULE

1 2 3 4 5 6

COUNTY EFFICIENCY BEDROOM BEDROOM BEDROOM BEDROOM BEDROOM BEDROOM
MARSHALL 540 578 695 802 894 986 1080
MARTIN 500 536 642 743 828 914 999
MIAMI 500 536 642 743 828 914 999
MONROE 549 588 707 816 911 1004 1098
MONTGOMERY 548 587 705 815 909 1002 1097
MORGAN 638 683 819 947 1056 1166 1275
NEWTON 530 567 681 786 878 968 1059
NOBLE 590 632 758 875 977 1078 1178
OHIO 587 628 753 871 971 1072 1172
ORANGE 500 536 642 743 828 914 999
OWEN 500 536 642 743 828 914 999
PARKE 500 536 642 743 828 914 999
PERRY 500 536 642 743 828 914 999
PIKE 500 536 642 743 828 914 999
PORTER 587 628 753 871 971 1072 1172
POSEY 551 590 708 818 912 1007 1101
PULASKI 500 536 642 743 828 914 999
PUTNAM 534 572 687 794 885 977 1070
RANDOLPH 500 536 642 743 828 914 999
RIPLEY 522 560 671 776 866 954 1044
RUSH 509 545 654 755 842 929 1017
ST. JOSEPH 555 594 713 824 918 1014 1109
SCOTT 575 616 738 854 953 1050 1149
SHELBY 638 683 819 947 1056 1166 1275
SPENCER 531 569 683 788 879 970 1061
STARKE 500 536 642 743 828 914 999
STEUBEN 551 590 708 818 912 1007 1101
SULLIVAN 500 536 642 743 828 914 999
SWITZERLAND 500 536 642 743 828 914 999
TIPPECANOE 594 637 764 883 986 1087 1188
TIPTON 605 648 777 899 1002 1106 1209
UNION 500 536 642 743 828 914 999
VANDERBURG 551 590 708 818 912 1007 1101
VERMILLION 500 536 642 743 828 914 999
VIGO 500 536 642 743 828 914 999
WABASH 510 546 656 757 845 931 1019
WARREN 500 536 642 743 828 914 999
WARRICK 551 590 708 818 912 1007 1101
WASHINGTON 500 536 642 743 828 914 999
WAYNE 500 536 642 743 828 914 999
WELLS 593 635 762 880 981 1082 1185
WHITE 500 536 642 743 828 914 999
WHITLEY 593 635 762 880 981 1082 1185
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Appendix G

Owner Certification Instructions

Owner Certification Checklist

Development and Building Information Form
Devel opment Compliance Report

Utilities Information Form

Affirmative Fair Housing Marketing Plan
Property Directional Form

Authorized Signatory Form



Indiana Housing Finance Authority

Rental Housing Tax Credit Development Compliance Certification I nstructions I

The Rental Housing Tax Credit (RHTC) Development Compliance Certification must be
submitted annually to IHFA. The Certification must be submitted to IHFA on or before
January 31 of each year and must report for the entire preceding twelve (12) month
period. Therefore, the owner must report al tenantsliving in the Tax Credit property
from January 1 to December 31.

IHFA has provided all forms necessary for the owner to compl ete the Annual
Certification of Compliance. Failure to supply legible and complete Annual Owner
Certificationsis considered by Internal Revenue Service (IRS) regulation to be
noncompliance. Below isalisting of all documents that must be submitted as the Owner
Certification along with detailed instructions for their completion.

Owner Certification Checklist

This checklist isatool that should be used by the owner when completing the Owner
Certification. Items one (1) through five ( 5) must be submitted to IHFA every year of
the Compliance Period of a Tax Credit property. Items six ( 6) through ten (10) must be
submitted with the first Owner Certification submitted to IHFA, or if the items have
never been submitted, then the outstanding items should be submitted as soon as possible.

Owner Certification of Compliance |

The Owner Certification of Compliance document is four pages and has eighteen (xviii)
items which the owner must certify to. Some of the items require the owner to provide
information that is unique to hisher development.

(1) The owner must give the Building Identification Number (BIN), the date
the individual building was first placed in service, and the first year
credits were claimed for each individual building in the development.

(i) The owner must mark which minimum set-aside the property meets. The
20/50 test under Section 42 of the Code means that 20% or more of the
residential unitsin the development are both rent-restricted and occupied
by individuals whose income is 50% or less of area median gross
income. The 40/60 test under Section 42 of the Code means that 40% or
more of the residential unitsin the development are both rent-restricted
and occupied by individuals whose income is 60% or less of area median
grossincome. Finaly, the 15/40 test under Section 42 of the Code
means that 15% or more of the tax credit unitsin the development are
both rent restricted and occupied by individuals whose income is 40% or
less of area median grossincome.
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(iii)

(iv)

(v)

(vi)

(vii)

(viii)

(ix)

(x)

This selection must be the same as the minimum set-aside election the
owner selected and reported on IRS Form 8609.

The owner isto report the applicable fraction of the property as defined
by the code. If achange in applicable fraction has taken place the owner
must attach a description of that change to the Owner Certification of
Compliance.

In addition, the owner must report the total number of unitsin the
development (both low-income units and market units). Furthermore the
owner must report the number of qualified low-income units as defined
by the Code. Please note that the total qualified low-income unitsisthe
number of qualified tax credit unitsin the property only. The owner
should not include units that are low-income as defined by some other
program but do not have tax credits associated with them.

The owner must answer the three questions provided in the last part of
this section. Each question must have abox marked. If the questionis
not applicable to the particular development/owner, then the owner must
mark the Not Applicable box.

Please read and understand this section of the certification. The language
in this section may not be changed.

Please read and understand this section of the certification. The language
in this section may not be changed.

Please read and understand this section of the certification. The language
in this section may not be changed.

Please read and understand this section of the certification. The language
in this section may not be changed.

The owner must provide information regarding any HOME funds
allocated to the development. The owner must place the amount of
HOME funds received for the devel opment in the appropriate space
provided. The owner must distinguish between HOME funds received
from the Indiana Housing Finance Authority (IHFA) and other HOME
funds. In addition, the owner must give the total number of HOME
assisted units in the devel opment and the affordability period of the
HOME assisted units.

Please read and understand this section of the certification. The language
in this section may not be changed.

Please read and understand this section of the certification. The language
in this section may not be changed.
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(xi)

(xii)

(xiii)

(xiv)

(xv)

(xvi)

(xvii)

(xviii)

The Owner must mark the box which applies. The language in this
section may not be changed.

Please read and understand this section of the certification. The language
in this section may not be changed.

Owner must mark the box which applies. If any unitsin the
Development are vacant for longer than 30 days, documentation detailing
which units were vacant and marketing efforts, preferably copies of
newspaper ads, brochures, etc., must be attached to the certification. The
language in this section may not be changed.

Owner must mark the box which applies. If atenant’sincome increases
to 140% of the applicable income limit for that unit, documentation
detailing which unit the tenant resides and the next available unit of
comparable or smaller size must be attached to the certification. The
language in this section may not be changed.

Please read and understand this section of the certification. The language
in this section may not be changed.

Please read and understand this section of the certification. The language
in this section may not be changed.

Owner must provide the county in which the Declaration of Extended
L ow-Income Housing Commitment was recorded. The languagein this
section may not be changed.

Please read and understand this section of the certification. The
language in this section may not be changed.

Finally, the owner or Authorized Signatory for the owner entity must sign the
certification and al so have higher signature notarized.

Rental Housing Tax Credit Program Devel opment and Building Information

A Rental Housing Tax Credit Program Development and Building Information Form
must be submitted to IHFA every year. Thisform allows IHFA to track any changesin
owner entity and management entity address and phone number. However, please note
that IHFA must be made aware immediately of any changes in owner entity or
management entity.

Please complete the Rental Housing Tax Credit Program Development and Building
Information Form and submit it to IHFA.
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\ Development Compliance Report

A separate Rental Housing Tax Credit Devel opment Compliance Report must be
completed for each individual building in Development. Thisreport must provide a
summary of al units and all tenants located in a specific building for the preceding year
(January 1 — December 31) . Thisreport must be fully completed in the format provided
by IHFA and should provide al information related to each individual unit and tenant
within a specific building for the entire year. The owner may elect to re-createthis
form on hig’her computer or use softwar e that is conducive to such reporting.
However, all information requested on thisform must appear on thereport and be
submitted in the sameformat as IHFA has provided for the owner. All tenants
residing in the building from January 1 through December 31 (365 days) must be

included on thisreport.

Please note that all information reported on this form must correspond to the owner’s
Final Application and Declaration of Extended Low-Income Housing Commitment.
Below areinstructions for completing all of the information needed on the Development

Compliance Report:

1) Date of Report:

2) Building Identification Number (BIN):

3) Development Name:

4) Building Address:

5) Tax Credit Units:

6) Market Rate Units:

7) Special Needs Housing Set-Aside:

The date the RHTC Devel opment Compliance
Report is completed.

Identify the Building Identification Number
which was assigned to the specific building.
Refer to IRS Form 8609, which was issued for
the building.

The name used by the Devel opment.

The address of the specific building identified by
the BIN.

Provide a unit breakdown of the Low-Income
Tax Credit units within the specific building.

Provide a unit breakdown of the market rate
units within the specific building.

According to the Final Application and/or the
Declaration of Extended L ow-Income Housing
Commitment submitted to IHFA by the owner
provide aunit breakdown of units set aside for
special needs tenants within this building (BIN).
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8) # of Management Units/M odel Units:

9) @) Apartment #:

b) How many Bedroomsare
in thisunit?:

¢) Square Footage:

d) Tenant Name:

e) Date of Event:

f) Unit Type

If the owner has specified in the Final
Application that a unit will beused asa
Manager’s or Model Unit, then this portion of
the report must be completed. Please note that
the Manager’sor Model Unit must be
included in the Final Application in order for
the property to utilize a unit asa Manager’'s
or Model Unit.

The owner must mark on the report how the
Manager’s or Model Unit is being counted in the
applicable fraction. See IHFA’'sSRHTC
Compliance Manual for a specific discussion on
how a Manager’s Unit may be counted in the
applicable fraction of a property.

Identify all units within the building by
apartment number or address digits if necessary.
Where multiple events occur for a single unit
within a year, the events should be entered
separately in chronological order.

Indicate the number of bedrooms in the unit.
Indicate the total square footage of the unit.

Identify the name of the tenant who occupied or
is occupying the unit during the year. Last name
only is adequate.

Enter the date of the move-in, re-certification,
re-certification/transfer, or move-out. Please
notethat thisreport must include all tenants
residing in the unitsfrom January 1 —
December 31.

Indicate the unit type:

30% = Unit is set aside for a household
with income of 30% of area
median income or less.

40% = Unit is set aside for a household
with income of 40% of area
median income or less.

50% = Unit is set aside for a household
with income of 50% of area
median income or less.
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g) # of Personsresiding in Unit:

h) Total Annual Household Income:

i) Rent Paid by Tenant:

i) Amount of Rental Assistance:

k) Type of Rental Assistance:

[) Utility Allowance:

m) Full-time Student Household Yes/No:

60% = Unit is set aside for a household
with income of 60% of area
median income or |ess.

M = Market Rate Unit. No income or
rent limitations required.

Indicate the total number of household members
in the unit.

Enter the total Annual Gross Income of the
household.

Enter the actual dollar amount the tenant pays
out-of -pocket monthly.

Actua dollar amount of rental assistance. If no
rental assistance is provided for this unit, leave
this space blank.

Indicate the type of rental assistanceif

applicable using the following codes:

C8 = Section 8 Certificate

P8 = Section 8 Project Based Assistance

V8 = Section 8 Voucher

RA = RHCDS (FmHA Rental
Assistance)

OA = Other Assistance

If no rental assistanceis provided for this unit,
leave this space blank.

Indicate the actual dollar amount of the utility
allowance being used for the unit. See RHTC
Utilities Form. Also, documentation supporting
the utility allowance amounts listed must be
submitted with the owner certification.

By placing either “yes’ or “no” in the

space provided, indicate if al household
members are or are not full-time students as
defined by the educational institution. NOTE:
Unless otherwise documented, IHFA wiill
assume that all children 6 years of age through
16 years of age are full-time students as required
by law.
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n) Student Code:

0) Isthisunit set-aside

for Special Needs Y es/No:

p) Special Needs Code:

g) Raceof Household:

If all household members are full-time students,
indicate which exemption under Section 42
gualifies the household to reside in the unit
using the following codes.

J = Participatesin ajob training program with

assistance

S = Receives Social Security benefits under
Title 1V

M = Married & filesajoint federa income tax
Return

P = Single parent with minor children, none of
whom are claimed on another tax return

If the household is not a Full-time Student
Household, leave this space blank.

By placing either “yes’ or “no” in the

space provided, indicate if the unitisor is not
being used as a set-aside unit for a Specia
Needs population. The owner

of the property will have indicated how many
units are set-aside for the special needs
population in the Final Application for Tax
Credits for the devel opment submitted to IHFA.

For Developmentswith Special Needs set-
asides only! Indicate the type of special need for
the tenant using the following codes:
D = Persons with Disabilities
E = Household with at least one person

55 or older
H = Homeless individuals or homeless

Families

If the unit is not set-aside for a special needs
population, leave this space blank.

Indicate the ethnic background of the tenant

using the following codes:

AN = American Indian of Alaskan
Native

A = Asian or Pecific Islander

W = White, not of Hispanic origin

H = Hispanic

B = Black, not of Hispanic origin

O = Other Nationality or more than one ethnic
background in household
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r) Female Headed Household Yes/No: Indicate if the unit is occupied by a
female head of household.

s) Type of Event: Indicate the type of event being reported by
using the following codes:

MI = Tenant initially moved into building

MO = Tenant moved out of unit

R = Tenant’sincome and RHTC qualifications
have been re-certified. This event may
occur more than one time per year. The
owner should report al RHTC re-
certifications that occurred during
the year.

RT = Tenant’sincome and RHTC qualifications
have been re-certified due to atransfer
to another unit within the building.
When atransfer within the same
building occurs, the MO code should be
used with the unit the tenant moves
out of and the RT code should be used
with the unit the tenant transfersto.

Rental Housing Tax Credit UtilitiesForm

The Rental Housing Tax Credit Utilities Form must be submitted the first year with the
Owner Certification of Compliance. Thisform provides information on Owner and
tenant paid utilities. The Owner must mark the utilities that are offered at the
Development and also whether it isthe owner’s or tenant’ s responsibility to pay the
offered utilities.

For those utilities that are paid by the tenant, a utility allowance must be used by the
Owner. The utility allowanceisincluded in Tax Credit rent and will be added to the
tenant’ s out-of-pocket rent when determining total rent paid by the tenant. In addition,
the Owner must use the utility allowance that is applicable to the Development. Please
read this form carefully and use the applicable utility allowance.

IHFA will not provide utility allowances for Owners. It isthe responsibility of the
Owner to obtain the correct utility allowance from the appropriate agency.

Also, if any information on this form has changed at al during the Compliance Period of
the Development, the owner must submit a new form with the new information

immediately.

Property Directional Form

Thisform must be completed and submitted with the first Owner Certification of
Compliance.
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Authorized Signatory Form

Only owners, partners, or members of the partnership of Low-Income Housing Tax
Credit (LIHTC) development may sign documentation submitted to IHFA regarding
specific LIHTC developments. This documentation may include Final Application, IRS
Form 8609, Owner Certifications, etc.

The Authorized Signatory Formisfor IHFA use only and will be used to verify
signatures on documentation submitted to IHFA.

If someone other than the owner, partner, or member of the partnership will be signing

the documentation, the documentation verifying Power of Attorney or Authorization of
Representation must be submitted with the Form.
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Indiana Housing Finance Authority
Rental Housing Tax Credit Program

Owner Certification of Compliance |

Certification Year

The undersigned, having been allocated certain Rental Housing Tax Credits pursuant to Section
42 of the Internal Revenue Code of 1986, as amended (the “Code”’) and having executed a
“Declaration of Extended Low-Income Housing Commitment” pursuant to the allocation with the
Indiana Housing Finance Authority, the housing credit agency for the State of Indiana (the
“Authority”) for the purpose of purchasing, constructing and/or improving a certain low-income
housing Devel opment (the “Devel opment”), and pursuant to the monitoring requirements of the
Authority and the requirements of the Code and al regulations promulgated thereunder, does
hereby certify asfollows:

() The Development consists of the following
Building Identification DateFirst Placed in Service First Year Creditswere
Number (BIN) Claimed

(attach additional BINs to certification)
(i) The Development meets the requirements of (mark appropriate box):

o The 20/50 test under Section 42 of the Code; or

a The40/60 test under Section 42 of the Code; or

O The 15/40 test under Section 42 of the Code, for “ deep rent skewed”
(iii) ~ There was no change in the applicable fraction as defined in the Code of any

building in the Development; or there was a change, in the applicable fraction,
and a description of that change is attached to this certification.

Total Unitsin Development:

Total Qualified Low-Income Units:




1. Didthe Development receive atax credit |a Yes

alocation prior to 19907? o No

2. If yesto question 1, the owner haselected | 0 Bedroom size

to base tax credit rents on: a Actua Number of Occupants
a Not Applicable

3. If yesto quedtion 1, was aletter sent to o Yes

the IRS on or before 2/7/94 to determine a No

maximum permissible rents? o Not Applicable

(iv)  Theundersigned has received an annual income certification form for each low-
income tenant in the Development and sufficient documentation to support that
certification;

Or
In the case of atenant receiving Section 8 housing assistance payments, a
statement from the applicabl e public housing authority to the Development

owner declaring that the tenant’ s income does not exceed the applicable income
limits under the Code have been received.

(v) If awaiver of the requirement for annual re-certification has been received from
the Internal Revenue Service, such waiver has not been revoked and remains
valid. A true copy is attached to this certification.

(vi) Each Low-Income Unit in the Development was restricted as provided under the
Code.

(vii)  The Development isin continuing compliance with all promises, covenants, set-
asides and agreed upon restriction as set forth in the application for Credits for
the Development.

(viii)  The Development has benefited from:
$ of IHFA HOME funds; or

$ of other HOME funds. Source of HOME funds:

number of unitsin the Devel opment received the benefit of HOME funds.

(total # of HOME assisted units)

All of these units have been, are being, and will be occupied and managed in accordance
with all applicable HOME requirements until

(date HOME affordability requirement expires)



(ix)

(x)

(xi)

(xii)

(xiii)

All unitsin the Development are for use by the general public and are used on a
non-transient basis (except for units located in a building whose primary purpose
istransitional housing for homeless as allowed for in the Code).

Additionally, please mark the appropriate certification:

o Nofinding of discrimination under the Fair Housing Act, 42 U.S.C. 3601-
3619, has occurred for this development. A finding of discrimination
includes an adverse final decision by the Secretary of Housing and Urban
Development (HUD), 24 CFR 180.680, and adverse fina decision by a
substantially equivalent state or local Fair Housing agency, 42 U.S.C.
3616a(a)(1), or an adverse judgement from a Federa court.

a A finding of discrimination under the Fair Housing Act, 42 U.S.C. 3601-
3619, has occurred & the owner has attached documentation of the
findingsto this certification.

Please mark the appropriate certification:

o All unitsin the Development are suitable for occupancy, taking into account
al federa, state, and local health, safety, and building codes (or other
habitability standards), and the state or local unit responsible for making
building code inspections did not issue a report of aviolation for any
building or low-income unit in the development

0 Thestate or local unit responsible for making building code inspections
issued areport of aviolation for any building or low-income unit in the
development during the certification year. Documentation of the violations
is attached to this certification.

Please mark the appropriate certification:

O There has been no change in the eligible basis of any building in the
Development (as defined in the Code); or

0 Therehas been achangeinthe dligible basis of the building in the
Development (as defined in the Code). Documentation setting forth the
natur e and amount of such a change (i.e. a common ar ea has become
commercial space, or afeeisnow charged for a tenant facility formerly
provided without char ge) is attached to this certification.

All tenant facilitiesincluded in the eligible basis of the Development under the
Code, such as swimming pools, recreational facilities, and parking areas, are
provided on a comparable basis without charge to al tenants of the Development.

Please mark the appropriate certification:

o No Low-Income Unitsin the Building became vacant during the applicable
year; or



0 One or more Low-Income Unitsin the building became vacant during the
applicable year and reasonable efforts were or are being made to rent such
units or the next available unit or units of comparable size in the building to
tenants having a qualifying income. Documentation detailing which units
wer e vacant during the applicable year and a description of the effortsto
rent such unitsto tenantswith qualifying incomes must be attached to
this certification.

(xiv)  Please mark the appropriate certification:

0 No tenant of any Low-Income Unitsin the Development experienced an
increase in income above the limit allowed in Section 42(g)(2)(D)(ii) of the
Code; or

o Income of tenants of aLow-Income Unit in the project increased above the
limit allowed in Section 42(g)(2)(D)(ii) of the Code, and the next available
unit of comparable or smaller sizein the project was or will be rented to
tenants having a qualifying income. Documentation detailing tenants who
have experienced such an increasein income and the unit or_unitswhich
have been or will be rented to tenants having qualifying income and the
efforts madeto rent such a unit or units must be attached to this
certification.

(xv)  The Development has at least one operating smoke detector on each level of the
rental dwelling unit.

(xvi) There have been not changes in entity ownership or if there have been, IHFA has been
provided with all details and all necessary documentation.

(xvii) The Development isin continuing compliance with the Declaration of Extended Low-
Income Housing Commitment applicable to the Development and filed in the office of the
Recorder of County, Indiana; and

(xviii) The Development is otherwise in compliance with the Code, including any
Treasury Regulations pursuant thereto, and applicable laws, rules, regulations, and
ordinances.



Each person signing on behalf of the undersigned entity certifiesthat (a) he/she, persondly, is
fully empowered and duly authorized by any and all necessary action or consent required under
any applicable articles of incorporation, bylaws, partnership agreement, articles of organization,
operating agreement or other agreement applicable to the owner to execute and deliver this
certification for an on behalf of the undersigned; (b) the undersigned entity has full capacity,
power and authority to enter into an execute this certification for and on behalf of the owner; (c)
this certification has been duly authorized, executed and delivered; and (d) this certification and
any attachments, including the Devel opment and Building Information Form and Devel opment
Compliance Report (may be submitted through IHFA automated compliance reporting system)
aretrue, accurate, complete, and made under penalty of perjury.

The undersigned has executed this certification this day of , 200

(Printed/typed name of Owner)

By:

Title:
Attest:
STATE OF INDIANA )

)SS:
COUNTY OF )
Before me, aNotary Public in an for said County and State, appeared the
of , and who being duly sworn

acknowledged the execution of the foregoing Certification of Compliance as higher free and
voluntary act and deed.

Witness my hand and Notarial Seal the day of 200

My Commission expires:

Notary Public

My County of Residence Printed Name



Indiana Housing Finance Authority

Owner Certification Checklist

Year of Owner Certification

Property Name

Building Identification Number (s) (BIN):

(Please list additional BINs on a separate piece of paper and attach)
1. Completed Certification of Compliance —signed by an authorized
signatory and notarized
2. Completed Development and Building Information Form
3. Completed Development Compliance Report

Submitted through IHFA Compliance Reporting Website
Submitted on paper and attached to Owner Certification of Compliance

4. Completed Utilities Information Form

5. Supporting Documentation for Utility Allowance

6. Annual Monitoring Fee

If thisistheinitial year of certification, the following information must also be submit to IHFA:
_____ 7. Affirmative Fair Housing Marketing Plan
8. ACopy of Completed and Signed IRS Form 8609 for each Building
9. Property Directional Form

10. Authorized Signatory Form



| ndiana Housing Finance Authority

Rental Housing Tax Credit Program Development and Building Infor mation

Year of Certification 20

Date
Development | nformation:

Building Identification Number(s)

* List additional BINs on a separate piece of paper and attach

Development Name:

Development Address:

Development City/State/Zip:

Development Telephone Number:

Development County:

Owner Information:

Development Ownership Entity:

Contact Person:

(must be owner, partner, or member of the partnership)
Owner Address:

Owner City/State/Zip:

Owner Telephone Number:

Building Owner's Taxpayer |dentification Number (TIN):

(must correspond to TIN on IRS Form 8609)

M anagement Information:

Management Company:

Management Contact Person:

Management Address:

Management City/State/Zip:

Management Telephone Number:

Page 1 of 2



Credit Information:

First year Credit was Claimed: First year’ sreported eligible basis:

First year's qualified basis.
Minimum set-aside reported to IRSon Form 8609: _ 20/50 _ 40/60 _ 15/40

Date Devel opment met minimum set-aside reported to IRS

Building and Unit I nformation:

Number of Buildings in Development: Tota RHTC Buildings:

Total Section 8 Buildings: Total Rural Development Buildings:

Total Number of Handicapped Accessible Unitsin Devel opment:

Total Number of Units considered for Manager’ syModel/Office:

Is the Manager’ M odel/Office unit considered to be common area? YES NO
Tax Credit quaified unit? YES NO

Fair Hous ng:

If there are five or more unitstotal in all buildings of the Development, then an Affirmative Fair
Housing Marketing Plan, HUD Form 935.2, must be submitted and approved by HUD. A copy
of the submitted and approved Plan must be forwarded to IHFA.

Does the Project have five (5) or moretotal units? Yes No

If yes, has HUD Form 935.2 been approved by HUD? Yes No N/A

(If no, a completed Form 935.2 must be submitted to IHFA with awritten statement explaining why the Form has not been
approved and the approximate date approval.)

If yes, has a copy the approved Form 935.2 been submittedto IHFA? __ Yes _ No__ N/A




Indiana Housing Finance Authority

Rental Housing Tax Credit UtilitiesForm

Project Name:

Building Identification Number(s) (BIN):

1. Utilities

Gas Electric o]] L.P. Other Owner Tenant
Paid Paid

Unit Heat

Water Heating

Cooking

Unit Electric

Water Service

Sewer

Trash Removal

*Please mark the appropriate boxes
1. Utility Allowance Documentation

The maximum allowable rent calculations include costs to be paid by the tenant for utilities including: heat,
lights, water, sewer, oil, gas, or trash removal where applicable. Utilities do not include telephone or cable
television.

Utility allowances should be calculated as follows:

RHCDS (FmHA) regulated buildings must use RHCDS approved utility allowances.

HUD regulated buildings must use HUD approved utility allowances.

HUD and RHCD buildings must use RHCD approved utility allowances.

Units with Section 8 subsidy through certificates or vouchers must use the PHA Section 8
existing utility allowances for those tenants. Non-Section 8 units must follow number 5
below.

5. All other buildings must use the PHA local utility allowances or local utility company dataif
itisrequested. If local utility company datais obtained, the Owner must use the information,
provided it is not an RHCD (FmHA) or HUD regulated building.

oM

Utility allowances need to be updated when area median incomes are revised since they are included in the
maximum allowable rent calculations. Any changesin the utility allowance impacts the net chargeable rent
to the tenant.

When anew utility allowance is used, rents must be recalculated within ninety (90) days.

NOTE: Thisform must be submitted with the first year Owner Certification of Compliance. If information
on this form changes during the compliance period of the project, then the owner must submit arevised
form. However, documentation supporting the utility allowance used to calculate rent must be submitted
every year with the Owner Certification of Compliance to IHFA.




Affirmative Fair Housing U.S. Department of Housing OMB Approval No. 2529-0013

. and Urban Development (exp. 09/30/2003)
Marketi ng Plan Office of Fair Housing and Equal Opportunity
la. Applicant's Name, Address (including city, state & zip code) & Phone Number 1c. Project/Application Number | 1d. Number of Units le. Price or Rental Range
From $
To$

1f. For Multifamily Housing Only | 1g. Approximate Starting Dates (mm/dd/yyyy)

I:I Elderlyl:l Non-Elderly Advertising

Occupancy

1b. Project's Name, Location (including city, State and zip code) 1h. Housing Market Area ‘ ‘ 1i. Census Tract

1j. Managing/Sales Agent's Name & Address ‘(including city, State and zip code)

2. Type of Affirmative Marketing Plan (mark only one) 3. Direction of Marketing Activity (Indicate which group(s) in the housing market area are least likely to apply for
|:| Project Plan the housing because of its location and other factors without

. special outreach efforts)
|| Minority Area || white (non-Hispanic) | | Hispanic | | American Indian or Alaskan Native

|| White (non-minority) Area

|| Black (non-Hispanic) | | Asian or Pacific Islander [ | Persons with Disabilities
|| Mixed Area (with % minority residents)

4a. Marketing Program: Commercial Media (Check the type of media to be used to advertise the availability of this housing)

|:| Newspapers/Publications |:| Radio |:| TV |:| Billboards |:| Other (specify)

Name of Newspaper, Radio or TV Station Racial/Ethnic Identification of Readers/Audience Size/Duration of Advertising

4b. Marketing Program: Brochures, Signs, and HUD's Fair Housing Poster
(1) Will brochures, letters, or handouts be used to advertise?|:| Yes |:| No If "Yes", attach a copy or submit when available.

(2) For project site sign, indicate sign size X ; Logotype size X . Attach a photograph of project sign or submit when available.
(3) HUD's Fair Housing Poster must be conspicuously displayed wherever sales/rentals and showings take place. Fair Housing Posters will be displayed in
the | | salesiRental Office | |  RealEstate Office | | ModelUnit | | Other (specify)

4c. Community Contacts. To further inform the group(s) least likely to apply about the availability of the housing, the applicant agrees to establish and maintain
contact with the groups/organizations listed below that are located in the housing market area or SMSA. If more space is needed, attach an additional sheet.
Notify HUD-FHEO of any changes in this list. Attach a copy of correspondence to be mailed to these groups/organizations. (Provide all requested information.)

Racial/Ethnic Approximate Date
Name of Group/Organization Identification (mm/dd/yyyy) Person Contacted or to be Contacted
Indicate the specific function the Group/Organization will undertake
Address & Phone Number Method of Contact in implementing the marketing program

5. Future Marketing Activities (Rental Units Only) Mark the box(s) that best describe marketing| 6. Experience and Staff Instructions (See instructions)

activities to fill vacancies as they occur after the project has been initially occupied. 6a. Staff has experience. Yes No

|:| Newspapers/Publications |:| Radio |:| TV |:| Brochures/Leaflets/Handouts| 6b. On separate sheets, indicate training to be provided to staff on Federal, State
and local fair housing laws and regulations, as well as this AFHM Plan. Attach
|:| Site Signs |:| Community Contacts |:| Other(specify) a copy of the instructions to staff regarding fair housing.

7. Additional Considerations Attach additional sheets as needed.

8. Changes and Revisions By signing this form, the applicant agrees, after For HUD-Office of Housing Use Only
appl){_(f)prialte consutlt?tion with HUIZt)_, to zhangelgny part_t(;]f tshe {)_Ian ggg%rizrég a Approval By Disapproval By
multifamily project to ensure continued compliance wi ection . off Signature & Dat /dd/ Signature & Dat Tddl
HUD's Affirmative Fair Housing Marketing Regulations. ignature & Date (mm/dd/yyyy) ignature & Date (mm/dd/yyyy)
Signature of person submitting this Plan & Date of Submission (mm/dd/yyyy)

Name (type or print) Name (type or print) Name (type or print)

Title & Name of Company Title Title

Previous editions are obsolete Page 1 of 2 ref. Handbook 8025.1 form HUD-935.2 (01/2001)



Public reporting burden for this collection of information is estimated to average 1 hour per response, including the time for reviewing instructions, searching
existing data sources, gathering and maintaining the data needed, and completing and reviewing the collection of information. This agency may not collect
this information, and you are not required to complete this form, unless it displays a currently valid OMB control nhumber.

The Affirmative Fair Housing Marketing Plan (AFHM) is needed to ensure that Federal agencies are taking necessary steps to eliminate discriminatory
practices involving Federally insured and assisted housing. No application for any housing project or subdivision insured or subsidized under the
Department’s housing programs can be funded without an approved AFHM Plan. The responses are required to obtain or retain a benefit under the Fair

Housing Act, Section 808(e)(5) & (6) and 24 CFR Part 200, Subpart M. The form contains no questions of a confidential nature.

Instructions

Send the Completed form to: Y our Local HUD Office,
Attention: Director, Office of Housing

The Affirmative Fair Housing Marketing Regulations require that
each applicant subject to these regulations carry out an affirmative
program to attract prospective buyersor tenants of all minority and
non- minority groupsinthe housing market arearegardless of race,
color, religion, sex, national origin, disability, or familial status.
These groupsinclude Whites (Non-Hispanic), members of minor-
ity groups, i.e.., Blacks (Non-Hispanic), American Indiansg/Alas-
kan Natives, Hispanics, Asian/Pacific | slanders, persons with dis-
abilities, or families with children in the Standard Metropolitan
Statistical Areas (SMSA) or housing market area who may be
subject to housing discrimination on the basis of race, color,
religion, sex, national origin, disability, or familial status. The
applicant shall describe on this form the activities it proposes to
carry out during advance marketing, where applicable, and the
initial sales rent-up period. The affirmative program also should
ensurethat any group(s) of personsnormally not likely to apply for
the housing without special outreach efforts (because of existing
neighborhood racial or ethnic patterns, location of housing in the
SMSA price or other factors), know about the housing, feel wel-
come to apply and have the opportunity to buy or rent.

Part 1 - Applicant and Project Identification. The applicant may
obtain Census Tract location information, item 1i, from local
planning agencies, public libraries and other sources of Census
Data. Foritem 1g, specify approximate starting date of marketing
activities to the groups targeted for specia outreach and the
anticipated date of initial occupancy. Item 1j isto be completed
only if the applicant is not to implement the plan on its own.

Part 2 - Type of Affirmative Marketing Plan. Applicants for
multifamily projects are to submit a Project Plan which describes
the marketing program for the particular project or subdivision.
Scattered site builders are to submit individual annual plans based
ontheracia composition of eachtypeof censustract. For example,
if a builder plans to construct units in both minority and non-
minority census tracts, separate plans shall be submitted for all of
the housing proposed for both types.

Part 3 - Direction of Marketing Activity. Considering factorssuch
aspriceor rental of housing, theracial/ethnic characteristics of the
neighborhood in which housing is (or is to be) located, the popu-
lation within the housing market area, or the disability or familial
status of the eligible population, public transportation routes, etc.,
indicate which group(s) you believe are least likely to apply
without special outreach.

Part 4 - Marketing Program. The applicant shall describe the
marketing program to be used to attract all segments of the eligible
population, especially those groups designated in the Plan as | east
likely to apply. The applicant shall state: the type of mediato be
used, the names of newspapers/call letters of radio or TV stations;
theidentity of thecirculation or audience of the mediaidentifiedin

the Plan, e.g., White (Non-Hispanic), Black (Non-Hispanic), His-
panic, Asian-American/Pacific Islander, American Indian/ Alas-
kan Native; and the size or duration of newspaper advertising or
length and frequency of broadcast advertising. Community con-
tacts include individuals or organizations that are well known in
theproject areaor thelocality and that caninfluence personswithin
groups considered least likely to apply. Such contacts may in-
clude, but need not be limited to: neighborhood, minority and
women's organizations, churches, labor unions, employers, public
and private agencies, disability advocates, and individualswho are
connected with these organizations and/or are well-known in the
community.

Part 5 - Future Marketing Activities. Self-Explanatory.

Part 6 - Experience and Staff Instructions.

a. Indicatewhether the applicant has previousexperiencein mar-
keting housing to group(s) identified as |east likely to apply for
the housing.

b. Describetheinstructionsand training givento sales/rental staff.
This guidance to staff must include information regarding Fed-
eral, State and local fair housing laws and this AFHM Plan.
Copies of any written materials should be submitted with the
Plan, if such materials are available.

Part 7 - Additional Considerations. In this section describe other
efforts not mentioned previously which are planned to attract
personsin either those groupsalready identified inthe Plan asleast
likely to apply for the housing or in groups nor previously identi-
fied in the Plan. Such efforts may include outreach activities to
female-headed households and persons with disabilities.

Part 8 - The applicant's authorized agent signs and dates the
AFHM Plan. By signing the Plan, the applicant assumes full
responsibility for itsimplementation. The Department may at any
time monitor the implementation of the Plan and request modifica-
tion inits format or content, where the Department deems neces-
sary.

Notice of Intent to Begin Marketing. No later than 90 days prior
totheinitiation of salesor rental marketing activities, the applicant
with an approved Affirmative Fair Housing Marketing Plan shall
submit notice of intent to begin marketing. The notification is
required by the Affirmative Fair Housing Marketing Plan Compli-
ance Regulations (24 CFR Part 108.15). It is submitted either
orally or in writing to the FHEQ Division of the appropriate HUD
Office serving the locality in which the proposed housing is
located. OMB approval of the Affirmative Fair Housing Plan
includes approval of this notification procedure as part of the Plan.
The burden hours for such notification are included in the total
designated for this Affirmative Fair Housing Marketing Plan form.

Previous editions are obsolete

Page 2 of 2

ref. Handbook 8025.1 form HUD-935.2 (01/2001)



Property Directional Form

Please complete one directional form for each property.

Building Identification Number (BIN):

Name of Property: Contact Person at Property:

Address of Property:

City: County: Phone Number of Property:

Please provide written directions from Indianapolis to the above property:

Please provide a simple map to the property according to the directions given above:

Any additional directional information can be placed on the back of this form. Thank you for
your cooperation.



Indiana Housing Finance Authority

Authorized Signatory Form

Only owners, partners, or members of the partnership of Low Income Housing Tax Credit
(LIHTC) projects may sign documentation submitted to IHFA regarding specific LIHTC
projects. Thisdocumentation may includefinal application, IRS form 8609, owner re-
certifications, etc.

Below is (are) the authorized signatory (signatories) for the Rental Housing Tax Credit
development located at in , IN.

Building Identification Number (BIN)

Name, Title Signature

If more lines are needed, please attach a separate sheet with the name, title, and signature of the
owner, partner, or member.

Thisformisfor IHFA use only and will be used to verify signatures on documentation submitted
to IHFA.

*Note: If someone other than the owner, partner, or member will be signing the above mentioned
documentation, then documentation verifying Power of Attorney or Authorization of
Representation must be submitted with this form (See Appendix G of RHTC Compliance
Manual.
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